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A WAL IR,

twelve

The past months  have
incorporated - challenges, dis-
appointments; and also  positive

developments with respect to the future
progress of Norwood Abbey Lid (NAL).

The NAL group, including Norwood
Immunclogy * {NIM), recorded a
consolidated loss of approximalely
$22.7 million. for the 2006 financial
year. There have needed to be
significant write-offs associated with
the Company's adoption of the new

AIFRS internationat accounting
standards. The total write-offs of inter
company loans, investments and

inventories {otaled approximately $24.6
million.

Approximately A$8.9 million of the loss
related to Norwood EyeCare, while
ithere were substantial one-off charges
related to redundancies (staff numbers
have over the last two years declined
from approximately 43 to 14) and the
down -sizing of operations. General
annual operating costs of NAL have
been substantially reduced over the
past twelve months

The biggest disappointment has been
the failure of the EyeCare division to
generate the expected level of sales. In
the course of the last 12-18 months,
several major cphthalmology
companles began marketing Epi-LASIK
products Sales: of Norwood EyeCare
products suﬁered as a result of the
substantlal increase in competitor
actlwty The release of competitive
products occurred prior to the granting
of any of NAL's Epi-LASIK patents.

Tlhe Company has, however, recently
been advised of the granting in the US
of the fundamental base patent covering
the general concept of Epi-LASIK. This
patent is part of the Pallikaris patent
portfollo which has been licensed by
NI'\L NAL believes that all of the
competitive Epi-LASIK - products are
infringing this NAL patent (as well as
other applications).

The granting of this first US EyeCare
patent together | with publication of
numerous other® NAL patents, has
glvien NAL the potential opportunity to
consnder the sale (or out-licensing} of
the technology, and intellectual
prqperty NAL is currently in commercial
discussions with amumber of interested
parties.

Researchers ~ working on  the

development of, the Needle-free
4 i

Injeotlon technology at the

Massachusetts Institute of Technology
(MIT) in Boston, advanced the project

wy SLULLEEUTY T e Qevelbpiient of a
small, low cost and controllable
working  prototype  device. The
Company is now in discussions with a
number of prospective licensees inl
regard to both human and veterinary
applications.

NIM announced in the course of the
year that it had completed its
Australian' Phase [l clinical study in
cancer (bone marrow transplantation)
as well as having commenced two
Phase |l clinical trigls in the United

States. These trials are in the fields of
cancer {bone marrow- transplantation)
and vaccinations.

The development of 'a strong
intellectual property position is a
cornerstone of NAL's strategy.” In
excess of 20 international patents have
been granted in respect to
Immunology, EyeCare and Drug
Delivery in the period smce June 30th
2005 .

Since the end of the financial year, and
refated to discussions with investors
regarding fundraising for NIM, an
opportunity arose for NAL to sell — at a
substantial profit - a part of its holding
in NIM. The Board decided that it
would be prudent to sell a part of the
holding in NIM, with a majority of the

proceeds being used to substantially

reduce NAL's outstanding debt.

The sales to significant US based
institutions are expected to assist NIM
in achieving its fundraising objectives.
Following the sales of these shares in
NIM, the Company repaid US$11.5
million (approximately) of its
outstanding debt (convertible notes).

The sale of shares in NIM yielded a
profit of approximately A$10.2 million
for NAL.

The Board believes that the decision to
increase the level of institutional
invesiment in NIM will be a catalyst for
assisting NIM in the funding and
development of its clinical programme
as well as the possible acquisition of
synergistic  business  development
opportunities.

" The sale of part of the NIM holding is in

no way related to any lack of
confidence in the future of NIM, NAL
continues to hold approximately 49
million shares in NIM which represents
almost 40% of the issued capital.

|

. In the course of

" Australian clinical study.

' suppression as a
chemotherapy.

t
|
l .
1
|
|

, Transplantation/Tolerance - a
.clinical trial (swine) which is aimed at

REVIEW Ur UFChRATIVND
Norwood Immunology

Norwood Immunology Ltd, which is
separately listed on the AIM of the
London Stock Exchange, operates as a
separate company with management
reporting to the Board of MNorwood
Immunology. Norwood Abbey Ltd
currently holds approximately  40% of
the issued capital of NIM.

Clinical Development

The primary aclivity of NIM is a clinicaf
trial programme aimed at the
generation of clinical data leading to
regulatory clearance for the use of TAP
Pharmaceutical Inc.'s (TAP) GnRH
agonist (Lupron Depol®) in the
treatment of diseases such as cancer.
the year NIM
completed its Phase Il cancer {bone
marrow  transplantation patients)
In addition,
NIM commenced two US Phase |l
clinical trals, as, well as a pre-clinical
study — as follows:-

Cancer - clinical study aimed at
seeking to rejuvenate the immune
system in cancer (specifically bone
marrow transplantation) patients, so as
to overcome the problem of immuno-
result  of

Vaccinations - a vaccine trial using a
melanoma vaccine aimed at generating
' data that would indicate that the use of
a GnRH agonist can be used as an

_adjuvant therapy such as to enhance
"the effectiveness of adult vaccines.

NIM believes that positive data would
be . likely to lead to significant
partnership opportunities with vaccine

" companies.

pre-

demonstrating that the immune system
can be rejuvenated in a manner such
that it becomes tolerant to and does
not reject foreign tissue or organs
(transplantation).

Corporate

| would very much like to thank Rolf
Stahel — who in the course of the year
resigned from the Board of NIM- for all
of his guidance and direction as
Chairman of the Board. In addition, |
would like to extend my thanks and
appreciation to Elizabeth Wyatt, Rich
Zahn, Ron Lewis and Jeff Bell who all
recently resigned from the Board of
NIM.
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NV (VUlildiueu)
PROJECTS

EyeCare

The Company has been developing
and marketing products based on
proprietary Epi-LASIK technology. Epi-
LASIK is seen as a major
advancement on existing techniques,
in that it js safe and avoids almost ail of
the risks and potential complications
associated with traditional LASIK

surgery.

In the course of the year, NAL entered
into a license agreement with Tissue
Engineering Refractive (TER), a
company associated with Dr Edward
Perez, with respect to patents
associated with the lifting or removal of
the epithelium in relation to refractive
surgery. NAL believes that the
licensing of the Perez patent portfolio,
when added to the existing Pallikaris
and NAL (formerdy Ciba Vision
portfolios), provides it with . an

extremely strong intellectual property

position. In 2006, the US patent office
advised NAL of the granting of the
fundamental base patent covering the
general concept of Epi-LASIK.

Many of the major ophthalmology
companies involved with refractive
surgery have released competitive Epi-
LASIK products. The emergence of
competition  from these large

companies has substantially increased

the difficulty for NAL in marketing its
own Epi-LASIK products and led to
sales - being  significantly  below
expectalions. '

NAL believes that all of the released
competitive products infringe both the
granted base patent as well as
potentially a number of the pending
applications. The granting of the first
US patent, together with the licensing
of the Perez patent portfolio, has given
NAL the potential opportunity to
consider the sale (or out-licensing) of
the technology and intellectual
property.

NAL is cumently in commercial
discussions with a number of interested
parties, and given the patent position, is
assessing the optimal method of
maximizing value from the EyeCare
project, while at the same time
minimizing the potential  financial
exposure.

‘consistent depth.

has been the development of a low

-cost (per procedure) technology

together with control over the force and
depth of the injection. Contro! of the
depth of injection can be exiremely
important in respect to the delivery of
many drugs. In addition, the ability to
adjust the force of delivery can
potentially enable a device to be used
for the delivery of several different
drugs. :

The development of a.device with a
relatively low per procedure cost is
considered to . be of significant

‘importance in respect to the delivery of
_many, or most, low cost drugs -

particularly in relation to large volume
applications in both human and
veterinary settings.

MIT have successfully tested (in-vitro

and live animal trials) hand-held working
prototype devices. Smalt and lightweight
devices have been developed that are
able to be adjusted so as to deliver
different volumes of drug and to different
depths. The technology is virtually silent
and is able to deliver drugs to a

currently in discussions with a number
of pharmaceutical companies in respect
to possible applications in both the
human and veterinary areas.

I would like to very much thank
Professor tan Hunter and his team for
their outstanding work and dedication to
the project.

CORPORATE

Partly as a result of the disappointing
performance of the EyeCare project,
total ongoing operating overheads for
NAL have heen substantially reduced
over the past year. There has been a
significant reduction in the number of
staff employed by NAL, as well as in
the cost of operations.

In the course of the year, the Company
raised US$13 million via the issue of
convertible notes. The Company
continues to have a $20m standby
equity facility with the GEM group in
New York and is currently evafuating
additional fundraising opportunities. As
related earlier, the Company has
reduced its debt substantially from
US$13 milion to US$1.5 million,
largely through the disposal of part of
its NIM shareholding.

The Company is =~ =~

Professor lan Hunter indicated to me
that as a.result of the needle-free
injection project having now reached
the stage of commercialization
{commercial licensing discussions) he
had decided that there was now a
potential risk of a conflict of interest —
as between MIT and NAL. As such he
had decided that he had no alternative
but to resign from the Board of NAL.
On behalf of the Board, | wish to
extend my sincere appreciation to
Professor Hunter for his contribution to
the Company over recent years.

In the course of the year, the non-
executive members of the Board
decided to appoint Ron Lewis as a
Lead Non Executive Director with the
role of liaising with the Executive
Chairman.

The Board and management of NAL

are focused upon the continued

progress of NIM as well as the
enhancement and crystallization of
value from both the EyeCare and
Needle-free injection projects. It is
believed  that the negotiation of
strategic and commercial partnerships
will lead to the crystallization of value,
and the generation of enhanced value
to NAL shareholders.

On behalf of both the” Board and
myself, | would liké to -express my
sincere appreciation to all of the staff of
NAL for their support and commitment
over the course of the year. | would
like to extend my sincere personal
thanks to the Directors of the Company
for their input, advice and commitment
over the past twelve months.

I would particularly ke to extend my
gratitude to all of our shareholders, for
your support and continued faith in the
Company and its future. The Board
and staff look forward to further
developing the Company's projects
and creating enhanced value for all
shareholders over the coming year.

Kind Regards,

Peter Hansen
EXECUTIVE CHAIRMAN
October 10™ 2006
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. The Board of Directors

" The Board carries out its responsibilities according to the following mandate:
e

\

Independent Professmnal Advrce

The directors are responsrble for the comporate govemance practices of the company. Thrs statement sets out: the mam corporate govemance practices that were in

operauon lhmughoul the financial year, except where otherwise stated.

‘

The Board beheves that Norwood Abbey's policies and prachces comply in all substantial respects with the ASX Corporate Govemance Councrl Principles of Good
Corporate Govemance. Where the Company's corporate govemance practices do not correlate with the pracﬁces recommended by the Council, the departure is

pnmanly dugto thel size of the Company and the nature and operatronal history of the Company. -

the Board should compnse a majority of non-executive directors;
the drrectors should possess a broad range of skills, quallﬁcatlons and expenence
the Board shou!d meet on a regular basis; and

P
i
|
1
L

all available’ |nformatron in connection with items to be dtscussed ala meetrng of the Board shall be pro\nded to each director prior to that meeting.

“"On the day the directors report is made out, the Board ccnsrsted of one execuhve director and Lhree non-execuhve drrectors Details of the directors are set out in

the directors’ report N

The primary respon5|b|hhes of the Board include:

the approval of the annual and half-year financial report;

the establishment of long term goals of the company and strategic plans to achieve those goals

l

«t

f

the review and adoption of annual budgets for the financial performance of the company and monitoring the results on.a monthly basis; and,
ensunng that the company has lmpiemen!ed adequate systems of intemat oontmls together wnh appropnate mon;tonng of compliance activities.

1

th the prior approval of the Chamnan each director has the right to seek independent legal and other prof&sslonal advrce at the oompanys expense conceming
any aspect of the companys operatlons or underlakmgs in order to fulf | their duties and responsibilities as dlrecfor:{. . .

Nommahon Commmee

The Board has estabhshed anomination committee consrshng of the fol!owrng directors:
M PJ. Hansen (Execut;ve Chairman)
M. R.S. Lewrs

. Mrs.EH.S. Wyalt
Mr. RW. Zahn

-

' The nomination ccmmmee reviews the compesition of the Board on an annual basis and makes recommendations to the Board, where considered necessary, to
ensure that the Board comprises a majority of non-executive directars with an appropriate mix of skills and expenence Where necessary, the committee seeks the

advice of extema1 advrsers in connection with suitability of applicants for Board membership.

<

l

The terms and condrhons of the appointment of non-executive directors are set out in a formal letter of appointment rpmich' deals with the following matters:

duration of appointment (subject to approval of shareholders);
remuneration;

expectations E;dnceming preparation and attendance at Board meetings;
conflict resolution; and

"
Remuneration Committee
i
The Board has established a remuneration committee consisting of the following non-executive directors:
. N .
»  Mr.RW. Zahn {Chaiman)
" Mr.RS. Lewis!
Mrs. EH.S. Wyatt

the right o seek independent legal and professional advice {subject to the prior approval of the Chaimman).

|
1
{
1
|
I

The remuneration commlltee reviews the remuneration policies applicable 1o all directors and executive officers on an annual basis and makes recommendahons
on remuneration packages and terms of employment to the Board. Remuneration packages, which consist of base salary, fringe benefits, incentive schemes
(including performance-related bonuses), superannuation, and entitiements upon retirement or termination, are revrewed with due regard 1o performmance and other

relevant factors.
!

L

t
'

Particulars conceminﬁ directors' and executives’ remuneration and the company's executive and employee share option plan are set out in notes 4 and 5 to the

financial statements.

| NORWOOD ABBEY LTD annual report 2006 3




Audit Committee

The Board has established an audit commitiee consisting of four directors, three of whom are non-executive directors. The current members of the audit
committee are:

*  Mr.R.S. Lewis (Chalrman)
. Mr. R.W. Zahn

s Mrs. EH.S. Wyatt

e Mr. P.J. Hansen (Executive)

The audit committee provides a forurn for the effective communication between tne Board and extémal auditors. The audit committee reviews:

+  the annual and half-year ﬁnancial report prior to their approval by the Board;
» the effectiveness of management information systems and systems of intemal control; and
» the efficiency and effectiveness of the extemal audit function, including reviewing the annual audit plan.

The audit committee generally invites the Chief Operating Officer and the extemal auditors to attend audit committee meetings. The audit committee also meets
with and receives regular reports from the external auditors conceming any matters wh:ch anisein oonnechon with the performance of their r&spechve roles,
including the adequacy of intemai controls,

Risk Management

The Board is responsible for the éompanys system of infernal controls. The Board constantly monitors the operational and financial aspects of the company's
activities and, through the audit committee, the Board considers the recommendations and advice of external auditors and otherexternal advisers on the
operational and financial risks that face the company. ’ e .

The Board ensures that recommendations made by the extemal auditors and other extemal advisers are investigated and, where considered necessary,
appropriate action is taken to ensure that the company has an appropriate internal cahtrol environment in place fo manage the key risks identified.

In addition, the Board investigates ways of enhancing existing risk management strategm mdudlng appropnale segregahon of duties and the employment and -
training of suitably qualified and experienced personnel. '

Code of Conduct

As part of the Board's commﬂment to the hlghest standard of oonduct the oompany adopts a oode of mnducl to gulde execuuves management and employe&c in
carmying out their duties and responsibilities. The code of conduct covers such matiers as; -

responsibilities to shareholders;

compliance with {aws and regulations;

relations with customers and suppliers;

ethical responsibilities;

employment practices; and

responsibiliies to the environment and the community.

*« o & & & 9
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The directors of Narwood Abbey Limited submit herewith the annual financial repart for the financial year ended 30 June 2006. In order to comply with the
provisions of the Corporations Act 2001, the directors report as follows:

Directors

The names and ﬁarticulars of the directors of the company during or since the end of the financial year are:

Name " Particulars

Mr. P.J. Hansen Executive Chairman, aged 61 joined the Board in 1999.

Mr.R.S. Lewis Aged 59, joined the Board in 1339 in a non-execulive capacity. During the year, Mr. Lewis was formally appointed
Lead Outside Director by the beard on appointment of the non-executive directors.

Mrs. EH.S. Wyatt Aged 59, joined the Board in 2004 in a non-executive capacity.

Mr. RW. Zahn Aged 55; joined the Board in 2004 in a non-execuhve capacity.

Prof. |.W. Hunter Aged 53, ]omed the Board in 2004 in a non-executwe capacily, resngned 21 August 2006

Mr Peter J. Hansen B.Ec. (Hons) ' ' . SR .
Executive Chairman, Member of Remuneratmn Nomination and Audit Commrtfees

Mr. Hansen has more than 30 years experience in product development and manufacturing operations in medical, electronic and optical businesses. Prior to
establishing Norwood, Mr. Hansen was Managing Director of a family group of companies involved in the rr'lanufacture and marketing of patented optical
products. From 1970 to 1986 he was founder and Managing Director of The Valet Group. In this'rols he esiabllshed an electronic manufacturing facility in
Singapore and took the company to the ASX in 1986. Peter has been primarily responsible for the development of Norwood s busmess and {echnology and its
acquisition of Transmedica International, In¢. and Spectral and their extensive technology portfolios. i R .

Directorships of other listed companies .. . - l S e
Mr. Hansen has served as a non-execulive dnector forAIM Ilsted Norwood Immuno1ogy Lsmlted since 2000 T

Mr. R.S. Lewis B. Ec (Hons) - M. Admin - .
Non-Executive, Lead Outside Director, Chairman of Audit Committee, Member of Remuneratron and Nommaﬂon Commiftess.

Mr. Lewis is one of the founding partners in Lewis Trende, corparate ad\nsers He has over thirty years' expenence in strategic planning, financial structuring,
project evaluation, business valuation and corporate due diligence. Mr. Lewis was previously founder and pnncupal of Australian Business Management Group,
which created a group of listed entities supporting innovative technologies and acted as Chairman of two of these ||sted entities. In addition to his business
interests, Mr. Lewis was a lecturer in the MBA and undergraduate programs at Monash University for 14 years, specialising in corporate finance, mergers and
takeovers and ﬁnanual accounting.
1
- Directorships of other listed companies
Mr. Lewis served as a non-executive director for AIM listed Norwood immunclogy Limited since 2005, Mr. Levws remgned from as a director from Norwood
Immunology Limited on 31 August 2006.

Mrs. E.H.S. Wyatt MBA, BA, Master of Education
* Non-Executive, Mer'nber of Remuneration, Nomination and Audit Commitfees.

Mrs. Wyatt was emplcyed by one of the world’s most highly regarded and successful pharmaceutical companies, Merck and Co., Inc for twenty years. During
the period between 1980 and 2000, Mrs. Wyatt held a number of senior roles and most recently was Vice Presmem Corporate Licensing. Since 2002 Mrs.
Wyatt has been a Board member of Medimmune, Inc., ARIAD Pharmaceuticals, Inc. and Neose Technolog|es Mrs. Wyatt is on the Board of Trustees of the
Randolph-Macon Colltege {Chair of Committee on Trustees; Past Chair, Nominating and Enroliment Committees 1997 Presidentia! Selection Committee) and
recently joined the Board of Trustees at Sweet Briar College.

Directorships of orher fisted companies
Mrs. Wyalt has served as a non-executive director for Medimmune, Inc., since 2002, ARIAD Pharmaceuticals, Inc., since 2002, Neose Technologies, Inc., since

2002 and The Medlunes Company, since 2005. Mrs, Wyatt served as a non-executive director for AiM listed Norwood Immunology Limited since 2005.

Mr. RW. Zahn B.S. .BA
Non-Executive, Chairman of Remuneration Committee, Member of Nomination and Audif Committees. \ '

Mr. Zahn has more than thirty years of experience in the Biotechnology and Pharmaceutical industries. Most recently, Mr. Zahn was President of Schering
Laboratories, Director, Schering Corporation, and a Corporate Vice President of Schering-Plough Corporatlon Prior to Schering-Plough, Mr. Zahn was with
Johnson and Johnson (1973-1992) where he held a number of senior positions in sales and marketing and product development.

Directorships of other listed companies

Mr. Zahn served as a non-executive director for AIM listed Norwood Immunclogy Limited since 2005. Mr. Zahn re5|gned from as a director from Norwood
Immunoclogy Limited on 31 August 2006.
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Directors {continued)

Prof. LW. Hunter B.Sc., MSc, PhD
Non-Executive, Member of Remuneration and Nomination Committees - resigned 28 August 2006.

Professor Hunter is a Chaired Professor in the Department of Mechanica! Engineering at Massachusetts Institute of Technology (MIT) and is also a Professor
of Biological Engineering at MIT. He is Head of the MIT Biclnstrumentation Laboratory and is also Co-Director of the Brit and Alex d'Arbeloff Laboratory for
Information Systems and Technology at MIT. Professor Hunter has over 250 scientific publications and many patents. '

Company Secretary

Mr. JH. Beli CA B.Bus.(Acc)

Mr. Bell, aged 34, is the Chief Operating Officer and Company Secretary of Norwood Abbey Ltd. He is responsible for the financial and statutory abligations
and daily operations of the Company and has fifteen years experience advising on all aspects of business management and accounting; including statutory
financial reporting. Mr. Bell was previously responsible fora dlverse porlfollo of clients pnmanly in lhe medn:al research and manufactunng ﬁelds with the
Chartered Accounting firm Draffin Walker. : .

Mr. Bell served as a non-executive director for AIM listed Norwood Immunology Limited since 2003. Mr. Bell resigned from as a director from Norwood
Immunology Limited on 31 August 2008.

Directors' Shareholdings
The following table sets out each director's relevant interest in shares and options of the company or a related body corporate as at the date of this report.

Directors e Fully Pal'r:!' Ordinary $ha_res_ : Opﬂgfézv;rsitgg:md
P.J. Hansen 21,310,000 . . )
R.S. Lewis 1,660,000 -
EHSWyatt. - . .- < . - 50,000

RW. Zahn . - . . 50,000

.W. Hunter - 50,000

22,970,000 150,000

Directors’ Meetings

The following table sets out the number of directors’ meetings {including meetings of committees of directors) held during the financial year and the number of
meetings attended by each director (while they were a director or committee member). During the financial year, seven Boand meetings, two nomination committee
meetings, one remuneration committee meeting and eight audit committee meetings were held.

Remuneration . . Audit Committee

Board of Directors Nomination Committee Committea
Directors Held Attended Held Attended Held Attended Held Attended
P.J. Hansen 4 4 - - 3 k! 9 g9
R.S. Lewis 4 4 - - 3 3 9 9
E.H.S Wyatt 4 3 - - 3 2 8 6
RW. Zahn 4 4 - - 3 3 9 8
W, Hunter 4 3 - 3 2 - -

Indemnification of Officers and Auditors

During the financial year, the cdmpany paid a premium in respect of a contract insuring the directors of the company (as named above), the company secretary, Mr.
J.H. Bell, and all executive officers of the company and of any related body corporate against a liability incurred as such a director, secretary or executive officer to
the extent permitted by the Corporations Act 2001, The contract of insurance prohibits disclosure of the nature of the liability and the amount of the premium.

The company has not otherwise, during or since the financial year, indemnified or agreed to indemnify an officer or auditor of the company or of any related body
corporate against a liability incurred as such an officer or auditor,

Principal Activities

The consalidated enlity's pringipal activities in the course of the financial year were the development, commercialisation and marketing of medical technologies
relating to drug delivery and other therapies.
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Consolidated Operating Result |

|
The consolidated ‘operating loss after income tax aftributable to the members of the parent entity for the ﬁnancaal year ended 30 June 2006 was $23,727 thousand
{2005 - loss of $38 652 thousand). ! .

The consolidated operating loss for the financial year ended 30 June 2006 was affected by a number of non-recurring charges against profits.

Asset write downs charged against cument year consolidated profits; ~ ’ o

‘Devices immunology Total

, $000! $000 $000
impairment of investments : : (811} {811}
Impairment of inventory {1,526) - {1,525)
: (, 526) (811 {2.337)

At each reporting date the audit commlttee reviews the carmying values of, amongst omer |lems ils |ntellectuallpmperty and research and development assels as
they refate to each of the company's projects. The carrying values of these assets and their ability to be retalned on the face of the balance sheet are reviewed with
specific reference to the criteria established in the Australian Aocounung Standards, Urgent Issu% Group Consensus Views and other relevant laws and accounting
pronouncements. |, . . .

|
Review of Operations l

Strateqy ’ 1
The primary underlying strategy of Norwood is to seek to acquire, develop and commercialise |nnovahve medical techriologies and o then endeavour to crystallize
an enhanced value via a spin out, licensing or sale of the project.

Norwoad is concentraung on the development and commercialization of its EyeCare and Needle-free drug delwery prqects as well as taking steps 10 ensure both
the optimal development (together with the necessary funding) for the Immunclogy project. . l

While Norwood has made progress towards its goals of developing its projects so as to create enhanced value‘to shareholders, the past year has been both
challenging and disappomhng In particular sales of Eye Care products have suffered as a result of substantial T:hanges in the competitive position, and sales have

been very dlsappomtmg )

The development of a strong intellectual property position - largely, but not solely, in the form of patents — is one of the comerstones of Norwood's strategy In
excess of 20 |ntematonal patents have been granted in respect to Immunology, Eye care and Drug Delivery since 30 June 2005

NORWOOD IMMUNOLOGY (NiM? i - T S

+

l

NIM Clinical Development
NIM has alsc made progress in respect to the development of its clinical trial programme. In the course of the year NIM completed its Phase I cancer (bone marrow
transplantation patuents) Australian clinical study. In addition, NIM commenced two Phase |l clinical trials in the US:-

Virosome Biologicals ’
In January 2006, NIM advised that it had taken out an option to acquire all of the capital of a Nethertands company - Bestewil Holding Limited - the 100% owner of

Virosome B:olog:cals ('VEB'). VB is developing and commercialising a proprietary platform enabling technology for vaccines. The initial focus of VB is the
development of vircsomes for use in the delivery of influenza vaccines. VB have iicensed the Virosome ad;uvant technology to Solvay Pharmaceuhcals { Solvay')
with respect to the delrvery of intfra-nasal influenza vaccines. ' B

Research :
In March of 2006, NIM entered into a research partnership with the Australian Stem Cell Centre { ASCC') and Monash University with the aim of developing a new
technology platform that combines immune System research with stem cell technologies and developments.

The research will be jomﬂy funded by NIM and the ASCC. The partnership and joint funding of research is expeclled to reduce the cost of research funding for NIM.
EYECARE =; |

Background i
The Company has been developmg and marketing products based on the Epi-LASIK technology that was purchased from CIBA Vision. Epi-LASIK is seen as the

next generation of laser vision comection sumery.

The previously ad\nsed release of competitive Epi-LASIK products by major ophthalmology companies has substanualry increased the difficulty for Nerwood in
marketing its Epl-LASIK products. Sales have consequently been significantly below previous expectations. P

|
in the course of 2006, the US patent office advised Norwood of the granting - in the US - of the first - and arguably the fundamental base patent covering the
general concept of Epi-LASIK. In addition, Norwood announced in March of 2006 that it had indicensed the synergistic Perez patent portfolio. This portfolio includes
at least six patent applications, with more than 300 claims, having potential relevance to the general concept of Epi-LASIK.
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Review of Operations (continued)

Norwood has been working on the development of an improved second generation of Epi-LASIK products. The aim has been to develop devrces with a substantially
lower cost structure and improved performance so as to substantially improve the sales of product. .

The granting of the first US patent, together with the licensing of the Perez patent poitfolio, has given Norwood the potential opportunity to consider the sale {or out-
licensing) of the technology and inteflectual property. Norwood believes that all of the released competitive products infringe both the granted 'base’ patent as well
as patentiatly a number of the pending applications.

Norwood is currently in commercial discussions with a number of interested parties, and given the developing patent position, is assessing the optimal method of
maximizing value from the EyeCare project while at the same time minimizing the potential financial exposure.

The Company believes that greater net value will be derived from the sale, partnenng or out- Ilcensmg of the project. As a result, Norwood has substantially reduced
its EyeCare operating cost structures.
NEEDLE-FREE DRUG DELIVERY SYSTEM

During the year the company continued its existing partnership with the Biolnstrumentation Laboratory of Massachusetts Institute of Technology (MIT), which under
the diraction of Professor lan Hunter has been developing a unique, needle-free injection device. Working prototypes have been developed and the Company is
currently in discussions with a number of pharmaceutical companies in respect to possible applications in both the human and veterinary areas.

LASER AND ELECTRO-MAGNETIC ENERGY DRUG DELIVERY

As previously ad\nsed the Company made a demsmn to seek to sell or out—license the Iaser drug dellvery technology. As a consequence the Company also
decided to fimit any further investment in the project. Since June 2005 the Company was granted five new patents in Australia, United States, China and Israel.

STRUCTURE

Following the completion of research and development of some of the projects, there has been a continuing reduction in the number of staff employed by NAL, and
in the cost of operations. Staff ievels have been reduced by approximately 75% over the past years,

CORPORATE

Funding
In September 2005, the Company announced that it had entered into amangements to raise US$10 million via the issue of convertible notes fmm us |nvestors rn

April 2006, the Company announced that it had raised an additional US$3 mllhon via convertible notes from a US investar.

In August 2008, and primarily as a result of discussions with investors (primarily in relatlon tothe Norwood group needmg to raise additional capllal) an opportunrty
arose for Norwood Abbey 1o sell a part of its holding in Norwood Immunology. The Board decided that it would be prudent to sell a part of the holding in NIM, and to
use the majority of the proceeds to substantially reduce NAL's outstanding debt,

NAL raised approximately US$10 million from the sale of approximately 41 rnillion shares in NIM {approximately 40% of the NAL holding). US$8.5 million of the .
proceeds from the sale of NIM shares was applied to repayment of outstanding debt (convertible nates). Notwood Abbey continues 1o hold in excess of 62 million
shares in Norwood Immunology (NIM) which represents slightly more than 50% of the issued capital. At the date of this report and based on the current Norwood .
Immunology Limited share price on London's AIM Exchange the market value of the Norwood Abbey's holding is $31,371,398,

The consolidated entity and the company intends to continue aftracting funds from these sources, where appropriate, supplemented by the following:
. A possible partial off-market divestment of an additional parcel of the company's share holding in Norwood Immunology Limited {(NIM). Disposal of these
shares and the raising of sufficient funds is subject to the following -
- obtaining any necessary approval by existing shareholders; and
- obtaining any necessary approval from those parties who were convertible note holders at the 30 June 2006; and
- the willingness of third parties to purchase the shares at a price that is sufficient to provide adequate funding.
. The licensing of the Eyecare project targeted to generate upfront licensing fee{s) plus OEM revenues and or royaliies.

The consolidated entity and the company are currently in discussions with a number of potential investors to secure additional funds through equity and/or
loans.

. The company currently has a $20 million equity facility with Global Emerging Markets Inc. expiring in April 2008. This facility allows the company to draw
down funds during the period of the facility. The total amount of funds available at any one draw down is dependent on trading volumes of NAL shares.
Based on historic average trading volumes, funding of approximatety $500,000 to $1mis likely to be available during the 2007 financial year if required to
supplement the other funding options.
Concurrent with the above the consolidated entity and the company have implemented a restructuring program. The program is expected to further reduce
the current monthly outflow from July 2006. In addition, as part of the praposed Eyecare licensing sirategy, it is intended the obligation for servicing patent
and certain research and consulting costs be transferred to a prospective licenseefs.

SUMMARY
The Board and management of Norwood are currently focused upon the enhancement and crystallization of value from both the Eyecare and Needle-free Injection

projects. ltis believed that the continued development of NIM, together with the crystallization of value from the above Norwood projects (strategic and commercial
partnerships), should lead to the generation of enhanced value to Norwood shareholders.
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Changes in Stale of Affairs |

|
During the ﬁnanclal year there was no significant change in the stale of affairs of the consolidated entity other than that referred 1o in the financial statements or
notes thereto,  : |

l

Subsequent Events

Since the end of the financlal year the company has repaid $1,977 thousand (US$1,500 thousand) in pnncupal from the convertible notes entered inio by the
company in April 2006 (note 15(i)). The aggregate outstanding after repayment is US$1,500 thousand. ‘l

On 8 August 2006 Norwood Abbey Limited disposed of 10,100 thousand Norwood Immunology Limited shares with an aggregate value of $4,245 thousand. The
book value of these shares was $1,352 thousand. Norwood Abbey Lirmited owned 75.55% of Norwood lmmunology Limited immediately after completion of this
transaction. i

On 31 August 2006, Norwood Abbey Limited disposed of 31,385 thousand Narwood Immunology Limited shares for an aggregate value of $9,275 thousand.
Proceeds from the sale of these shares was used to discharge two convertible notes (note 17). The book value of these shares was $4,202 thousand. Norwood
Abbey Limited owns 50.22% of Norwood Immunology Limited immediately after completion of this transaction. | On 34 August 2008, Mr. J. Bell Mr. R. Zahn and Mr.
R. Lewis resigned from the Norwood Immunelogy Limited Board of directors. |

On 31 August 2006, Norwood Immunology Limited enlered into a secured Ioan agreemenl to ralse $1 000 thousand. The loan is repayable within 12 months and
bears an interest rate of 12% ) _ "

) )
I
‘l

Future Developments

I '

Disclosure of information regarding Fkely developments in the operations of the consolidated entity in future ﬁnancral years and the expected results of those
operations lS hkely to result in unreasonable prejudlce to the oonsoladated entity. Acoordlngly, thls |nformauon has not been dlsclosed in this report.

|
|

: l .
No dividends were pald or declared since the start of the financial year and the dlrectors do not recommend the paymem ofa dmdend in respect of its current or
preceding financial years . N )

l

|

This report outlines lhe remuneration arrangements in place for directors and executives of Norwood Abbey lellted {the Consolidated Entity).

Dividends

Remuneration Report

Remuneration Phllosoghy - - o S ,.

Remuneration is assessed for directors and senior executwes wnh the overall objecnve of ensuring maximum slakeholder benef t from the retention of a high quality
executive team. The appropnateness and nature of emoluments is assessed by reference to employment mamel conditions. The performance criteria against which
directors and executives are assessed is aligned with the financial and non-finariciai objectives of Norwood Abbey Limited, however, at the date of this report
directors and senior execudtive annual remuneration have no variable elements that are directly linked to company performance. The remuneration committee has
approved the implementation of incentive based remuneration for all staff including senior executives which will require each member of staff to be reviewed with
regard to individual and corporate objectives. Any increases in executive compensation will comelate with achievement of individual and corporate objectives. The
remuneration committee has not dictated what form the incentives for each member of staff will take. At the date of this report no payments had been made to
executives based on performance criteria. : | |

|

The company has an owneashnpbased remuneration scheme for employees. In accordance with the provisions of the scheme, as approved by shareholders in
general meeting, all eltglble employees are entitled to participate in the scheme, |

Employee share Obtion plan

b

All employees and exéculives are eligible to participate in the scheme while they remain employed by the company Upon' becoming ineligible, participants have
thirty days to exercise any vested options after which any unexercised or unvested options will be cancelied by the plan administrators. Where an employee
becomes inefigible to participate in the scheme any options that have not vested to the employee at that date will be cancelled by the company. Options that have

vested fo an employee but remain unexercised will be cancelled 30 days from the date of ineligibility. |

l

Rermuneration committee I

The Remuneration Commlttee of the Board of Directors is responsmle for determining and reviewing compensa'uoln amangements for the Directors, the Chief

Executive Officer and senior Executives. ! i
{ -

The Remuneration Committee assesses the appropriateness of the nature and amount of emoluments of such officers on é periodic basis by reference to relevant
employment market condmons with the overall ob;ecbve of ensuring maximum stakeholder benefit from the relennon ofa hlgh quality executive team.

Remuneration Slructure !

|

In accordance with besl practice corporate govemance the remuneration structure for non-executive directors and executwe director and senior management are
separate and distinct. -
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Remuneration Report (continued)

Non—executlve director remuneration

The Constitution of the Company and the ASX Listing Rules specify that the aggregate remuneratnon of non-executive directors shall be determined from time to
time by general meeting. An amount nol exceeding the amount determined is then divided between the directors as agreed. The latest determlnatlon was at the
Annual General Meeting held on the 27 Navember, 2003 when the shareholders approved an aggregate remuneration of $500,000.

The amount of aggregate remuneration sought to be apprdved by 's,hz_areholders and the manner in which itis apprdpriate_amongst directors is reviewed periodically.

i .
Each non-executive director receives a fee for being a director of the company. An additional fee is also paid for each board committee on which a director sits and
for each Committee Chairperson the direclor is appointed. The payment of additional fees for serving on a committee recognises the additional time commitment

required by non-executive directors who serve on one or more sub committees.

The remuneration of non-executive directors for the period ending June 30, 2006 is detailed in the table befow, - -

Executive and senior executive remuneration

!
The Remuneration Commlttee of lhe Board of Directors is responsmle for determmlng and revlew:ng compensat:on arrangemems for the Chlef Executive Ofﬁcer

‘and senior Executives. The Remuneration Committee assesses the appropriateness of the nature and amount of emoluments of such officers on a periodic basis by
reference fo relevant employment market conditions with the overall objective of ensuring maximum stakeholder benefit from the retention of a high quality

executive team. Such officers are given the opportunity {o receive their base emolument in a variety or forms including cash and fringe benefits such as the use of
:motor vehicles. Itis intended that the manner of payment chosen will be optimal for the recipient without creating undue cost for lhe Group.

:All Executives have the opportunity to qualify for participation in the Employee Share Option Plan after achieving a qualifying service period.
1 _ - et
: The following table discloses the compensation of the directors of the company:

, Short term employee benefits Post employment benefits ~ L ..
. Othertong ~ “Termination )
' 2008 Salary & © Nome ‘Super-  Prescribe -c - ° °  term " benefits Equity -+ Other .
; fees Bonus ©~  monetary annuation  d benefits Other - employee. -~ . . .- Options henefits  Total
s $ $ § 8 - $ benefits, - - $ - & .- % . %
PJ Hansen (i) 519,405 51,795 46,747, 62238 L . 363000, 1,043,185
iRs Lewis (i) 145,657 : . "t T - 145,657
E.H.S. Wyatt i} 103,389 .. 103,389
I R.W. Zahn (i} 102,147 - 102,147
|.W. Hunter 146,839 - 146,839
I R.F. Williams(iv) 415435 - 415,435
| R, Scarrott{iv} 199,440 - - - 199,440
| J.H. Bell {v) 428,001 7,942 8404 42,640 - 401,000 887,987
| B. Romanin 110,625 30312 9,956 195,783 - 346,676
, R.G. Walmsley 269,413 - 24,247 102,793 - 396,453
] Total 2,440,351 90,043 89,354 104,878 298,576 - ' 764000 3787208

i)  MrHansen has entered into a service agreement for a term of three years and may be terminated by either party giving six months notice. Included in Mr.
Hansen's remuneration is $60,689 in fees paid for services provided as Chairman of Norwood Immunology Limited. During the financiat year the Board
asked Mr Hansen 10 relocate to the USA. While Mr. Hansen has spent more than 90% of the year outside Australia he has yet to formally relocate ta the
US, as stich a provision for relocation has been made for $363,000. Also included in compensation is $60,689 for fees paid to Mr Hansen ‘as Chairman of
Norwood immunclogy Limited.

(i During the year Mr. Lewis provided consultancy services to the company for $10,340. Alsoincluded in Mr. Lewis’s compensation for the year are fees eamed
as a non executive member of the Norwood fmmunology Limited board of directors. Mr. Lewis resigned from the board of Norwood [mmunology Limited on
31 August 2006.

(i) Includes fees accrued but unpaid by Norwood Immunology for services as non-executive directors.
Mr Williams and Mr. Scarrott are employees of Norwood Immunclogy Limited based in the United Kingdom. Salaries and fees paid are for services provided

under the terms of their respective employment agreements. There are specific bonus provisions included in the contract with R.F. Williams which allows for
additional bonuses totalling $355,000 (GBP150,000) once licensing agreements have been signed in the Japan and EU territories. The notice periods for

both contracts are six months.
During the year the Company entered into a new employment agreement with Mr. Bell. Under the terms of the agreement Mr. Bell relocated fo the USA for a

period of 3 years beginning September 2005. All costs related to relocation and a relocation allowance were paid for by the company. In consideration for
cost of living adjustments, and having taken advice from independent consultants, Mr Bell's salary and fees are now paid in US dollars. Mr Bell's contract
specifies a six month notice peried of termination. Included in salary and fees for the financial year is $60,689 relating lo fees paid to Mr. Bell by Norwood
Immunology Limited for services provided by Mr. Bell as a member of the Board of directors and company secretary. Mr. Bell resigned from his position on

the Norwood Immunology Limited Board on 31 August 2006.

The salary and fess are determined taking into account the advice of independent consultants and amounts necessary to retain competitive in the market
place.

Refer to the table on page 5 showing appointments and resignations during the financial year.
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No bonuses have been paid to executives listed above during the year ended 30 June 2006. -
* . 3 - - . .

- Share Options Granted to Directors and Executives = -

!

Employment Contrac |

Itis the Remuneranon Committee policy that employment agreements are entered into with the Chief Executrve Officer, and each of the executives. The contract
term for the CEQ is three years with a six months notice period. The contracts for service between the Company and the specified execufives, with the exception of
J. Bell which has a six month notice period, are for undefined lengths with a notice period of one month, Salary packages are reviewed on a penodlc basis and set
with reference to employment market conditions with the overall objective of ensuring maximum stakeholder beneﬁt

Remuneration Report (continued)

There are no specific bonus provisions included in the executives contracts with the exception of RF. Wlhams which allows for additional bonuses iotalling
$355,000 {GBP 150,000} once licensing agreements have been signed in the Japan and EU temitories. .

Share Options

During and since the end of the financial year no ordinary shares were issued to directors of the company as a result of the exercise of options held by directors,

Buring and since the end of the financial year an aggregate of 500,000 share options were granted and vested immediately to Prof | W. Hunter, By agreement, and
{0 avoid any potentral conflicts of interest, Prof. Hunter relinquished his rights in these 500,000 shares in March 2006 The cancellation of the options issued to Prof.
Hunter occurred srmultaneously with Norwood Abbey Limited entenng into a commemlal Iloense with Massachuserts Instrtute of Technology relating to the
companys Needlefree technology. )

- The fair value of the options was calcuiated on the date of grant usmg a Blnomlal pncmg model by Nevllle Hathaway aﬂer the taking into consideration the risk-free

interest rate, expected volatility and expected life.
During and since the end of the financial year no share options were grented o executives of the oompany. ‘
As at the date of thie report no executives are entitied to purchase Norwood Abbey Limited ordinary shares, - L oot

The following Norwnod Abbey Limited options issued to executives explred on 31 December 2005:
550,000 options exercisable at $1. 50 immediately, | . . ’
50,000 options at $1.50 when the company share price has traded at or above $2.00 for more than 30 conseculrve days
50,000 options at $1.50 when the company share price has traded at or above $3.00 for more than 30 consecutlve days -

. 50,000 options at $1.50 when the company share price has traded at or above $4.00 for more than 30 oonsewtlve days
50,000 options al $1.50 when the company share price has traded at or above $5.00 for more than 30 consecutwe days
'250,000 optlons a1 $1.50 when the company share price has traded at or above $10.00 for more than 30 consecunve days

L

* As at the date of this report executives are entitled to purchase 5, 561 ,843 Norwood immunology Limited ordinary shares as follows:

The following Norwood Immunology Limited options issued to executives of Norwood tmmunociogy Limited, granted on 7 May 2004 expire on 31 December 2006
and are exercisable as follows:
+ 1,450,000 options exercisable at $0.30 immediately.

~» 500,000 options exercisable at 100 per cent of the volume weighted average price of Norwood Immunologylshares traded on London Stock Exchange during

the 20 days priorto the date of vesting. Options vest on signing a licence agreement in Japan.

« 500,000 opnons exercisable at 100 per cent of the volume weighted average price of Norwood Immunatogy shares traded on London Stock Exchange during
the 20 days prior,to the date of vesting. Options vest on signing a licence agreement in Europe.

s 3,000,000 optrons exercisable at $1.00 immediately.

Atotal of 335,526 Plaoee options were issued to executives of Norwood Immunotogy Limited, on 30 June 2004, on the same terms and conditions as other
participants of Norwood Immunology's fundraising upon listing on the AIM Exchange. These options are exercnsabte and expire as follows:

e 223,684 are exercisable at 38p and expired on 30 June 2005,

+ 111842are exercrsable at 57p and expire on 31 December 2006.

The fotal 223,684 ophons that expired on 30 June 2005 were held and had neglrglble value on expiration.
None of the oplions |ssued carry any voting rights until the oplions are exercised and converted into fully paid ordrnary shares

Non-audit services: ll
The directors are satisfied that the provision of non-audit services, during the year by the auditor is compatible with the general standard of independence for
auditors imposed by the Corporations Act 2001.

« Al non-audit services are reviewed and approved by the Audit Committee prior to commencement to ensure they do not adversely affect the integrity and
objectivity of the auditor, and

e The nature of the services provided do not compromise the general principles relating to auditor mdependence as set out by the Institute of Chartered
Accountants in Australla

Details of the amounts pard or payable to the auditor for non-audit services provided during the year by the audrtor are outlmed in Note 6 to the financial
statements.

Auditor's Independence Declaration
The auditor's |ndependence declaration is included on page 16 of the financial report
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?ounding Off of Amounts

The company is a company of the kind referred o in ASIC Class Order 98/0100, dated 10 July 1998, and in accordance with that Class Order amounts in the
directors’ report and the financial report are rounded off to the nearest thousand dollars.

|

Signed in accordance with a resolution of the directors made pursuant to s.298{2) of the Corporations Act 2001,

! .

:0[1 behalf of the directors
i
!

Mr. P.J. Hansen
New Jersey
4 October 2006
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_Dear Members of the Board
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In accordance with section 307C of the Corperations Act 2001, ) am pieasad 0 pmvnde the following

declmhnn of independence to the direciors of Norwood Abbey Limited. |

As lead sudit partner for the sudit of the consolidated financial statements of Norwood Abbey Limited
I'ar the financial year ended 30 Junc 2006, 1 declare that to the best of my lmowledgc and belicf there

ha\e been 0o contraventions of:
‘.'

aidit; and

DELOI'ITE TOUCHE TOHMATSU

CCA Mottershead
Pnnm '

Chartered Accountant

LishiBey limited by & schams sqproved unider Profosions Stumbeab Lagishdion.

s ! _ _ 7 \
(ii) any applicable cod of professional conduct in redation {0 the audit..

1

(1) the auditor independence requirements of the Corporations Act 2001 i relation to the

i

R ' i .
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Tot: +51 {0y 62N 7000
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Independent audit report to the meémbers of
‘Norwood Abbey Limited

Scope _
The financtal report and diveciors’ responsibiitty

The fmancial rcpont cumpnsx:s the balance shﬂ:t. inpome statcmennt, wsh flow siatement, stalcment of
changes in equity, @ summary of slgmf'mm accounting  policies and oiher explanatory notes and (he
directors’ declaration fot both Norwood Abbey Limited ((he company ) and the consolidated entity, for the
finamciad year ended 30 June 2006_as set out on piges 21 to 54, The consolidated emtity comprises (he
comtpany and the entities noommlledmtheyearserhdorfromthm to time duting the financial year.

The dlmcmrs of the company ase responslhle for the pmpnmtbon and true ‘and fair _presentation of the
rmancla! repon iri accordance with Accounting Smmrm in Australia and (e Corporxmons Acl 2001, This
incledes responsibility for the maintenance of adeqnate financial records and imemal comrols that are
demgnedtopmemandddectfmndmﬂemr andfnrdnmcummngpobcnsandmmmgcsﬁmns
inherent in the fimancial report.

Andit approach

We have conducted an independent audit of the fi nancial epost in order to express an opinion on it to the
members of the company. Our audit hdis been conducted in aocordame with Australian Auditing Standsinds
10 pmwde reasonable assurance uhether 1he financial rapont is fre¢ of material misstatement. The natore of
an sudiv is influenced by factors such a8 the use of professional judgmen, sclaclne testing, the mherem
limitations of intermal controks, and the availability of persuasive rather than conclugive evtdem:ae

Therefore, an audit cannol guarantee that a1l materiat misstatenients hm e been detected.

We performed pmcuium to form in opinfon whether, in all mmerial regpects, the fimncial repont is
presented ﬁm'b in accnrdannc w ith Accounting Smnﬂards in Australia und the Corpommns Act 2001 50 S
10 present a view which is consistent with onr nnderstanding of the conmpamy's and the conmhdnmd citity's
financid position, amd petformmwc as represenied by the results of their operations, their changes in equity
and their cash flows.

Owr procedurss inclided cxamination, on o test basis, of cvidence supporting the ampunts and other
disclosues in the financial repont, and the evaluation of accounting policies and significant accounting
estimates made by the directors,

While we considered the effectiveress of management’s internal controls over financial reponing when
determiining the mature and cxtent of our procedures. our andit was ot designed to provide assurce on
internal controls.

The andit opinton expressed in this report has been formed on the sbove basis

Lizhibiy fimited by 8 acheme gymned emisr Pafosiimsd Slumdonls Logishdion,
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Deioitte.

[
5’ Qualificutivn |

+ The consolidied financial statcments include imtsngible asscis relnted 1o the E)mrc imellectial property
i with  carrying valne of $12.557,000 at 30 Junc 2006. The company ﬁnanual stiements include shares in
and a loan (o o contralkd entity, Sightrate B.V., with camying values nf 81, 698629 and $13,173,674

. respectively, g5 at 30 June 2006; such values béing supported by the undcd\mg vatue of the Eyetar
i if. intelleceual property. The camying amounts have been recorded at cost,| As disclosed in Note 1, the
. camrying amount of all nON-CuMeNt asséts are feviewed to deienmne whelher lhey are in excess of their

recoverable amount a1 bakance date, and if 5o, they are wnuen down to lheu mowmble amount. We have

- 1ot been prcmdcd with sufﬁnem appmprme audii evidence of the reco\'emhle :lmoum of the Eyecare

; intellectual propefty. invesmmm in and the 16an o Sightrate B.V. and. mrdinglv we have begn umble to

r détcrinine whether the ‘canyiisg amounts of the {ntéflecrual propenty, the mvestmem or the kan excaeds

their respective recoversble amounis. in the even that the carrying ammm:s e.\oeed their mpecﬁ\'e

. recoverable amounts, it wonkd be. mecessary for the canying amoints of | the mtdlwm;aj property. the
" unusmnmandlhclnanmbcnnucndnnnmlhc:rmcmmnblenmum

o !
ina&ﬁedAndltOpimon' o ) S '

t lnmuoplmun,cxo:plforth: effect on the financigl wponol'smh adgusum:ms. ll'am as might have boen
delemuned 0 be necesmr) had the' limitation on the scope of our work_ ms'dcs:crﬁ}ad in the qualificaion
iparagraph mot existed, ke financial repont of Norwood Abbey me-ed IB in acoordanoe with the

fCorpomnons Act 2{!(" mludmg Co .

if(a) giving a lme and Diir view of the company's aid consolidated emity’s ﬂmucial po-silion as al 30
: June 2006 and of their perfornance for the year ended on that dase, and

i
i"(’l:u) complying with Accounting Standards in husmﬂm and the Corporations Regulauons 001,

(

[uherem Uncertalinty llegarding Comluuttlon atl a Goling Concern

Wilhoul further qualification to the opinion expressed above. attention is drawn to the following matter. As
a result of the matters described in Note 1 Sumimary of Accounting Policies, Gomg Concern Basis, there is
s;gmﬁcmn uncertmimy whether the consolidated entity and company will be able to-continue as poing
ccmccms and derefore whdher they will reatise (heir assets and extinguish lhmr liabilitics in the normal
ouursc of business and o1 the amounts stuted in'the financial report.

Mz;’(f

I?ELOI'T_'I"E TOUCHE TOHMATSU

CCA Mottershead !
Pariner . o
Chartered Accountants -
Melbourne. 4 October 2006 ;o
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The directors declare that: . g

a) in the directors’ opinfon, there are reasonable grounds to believe that the company will be able to pay its debis as and when they become due and payable.

b} in the directors’ opinion, the attached financial statements and notes thereto are in accordance with the Corporations Act 2001, including compliance with
accounting standards and giving a true and falr view of the financial position and performance of the consclidated entity; and

c) the directors’ have been given the declarations required by s.295A of the Corporations Act 2001,

On behalf of the directors

Mr. P.J. Hansen
New Jersey
4 October 2006
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FOR THE FINANUIAL YEAR ENUED SU JUNE 2006

Note Consolidated. Company
2006 ‘ 2005 2006 2005
$'000 $000 $'000 $'000
Revenue from the sale of goods 2 687l 2,196 29 58
Cost of sales - {1,195} (1,042) (15} {24)
Gross profit . : . (508)| 1,154 14 K%}
Other incomel{expense) Pl {158) 1,558 905 192
Distribution expenses \ . {31770 . -(4.641) {1,109} {2,398)
Marketing expenses {1,367) {3.241) (90 {1,272)
Occupancy expenses {434) {387) (372) (363)
Administration expenses 2248y ¢ (11974 (6,989 (5,331
Financecosls (975) (420 {848) {18)
Sponsored research {1,877) ! - (1) -
Impairment of recelvables -l {17,662) (523)
Impairment of investments 811)| - -
Impairment of investments in subsidiaries - - {5,458) .
Impairment of ifventory (1,526) (724) (237) o (984)
Impairment of development costs - \ {(13.431) {11,694)
Impaiment of capitalised patent costs - {6,459) - (1,654)
Other expenses from ordinary acfivilies (648) 1 {96 {586) (1,327}
Loss before income tax expense 2 (23,727) (238,652) (32,543) (24,948)
Income tax expénse relating to ordinary aclivities 3 -1 } - - -
Loss for the period {23.727) (38,652) (32,543) (24,948)
Loss atributable to minority interest 1,010 928 . -
Loss attributable to members of the parent entity (22,717} . {37,724} (32,543) (24,348)
Loss per share;- .
{12.05) (21.97)

Basic and diluted {cents per share) 2

Notes to the financial statements are included on pages 21

to 54.
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A3 AT 30 JUNE 2006

CURRENT ASSETS
Cash and cash equivalents
Trade and other receivables
Inventories
Cther

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Ctther financial assets
Plant and equipment
Cther intangible assets

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Trade and other payables
Borrowings
Provisions

TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES

Borrowings
Provisions

TOTAL NON-CURRENT LIABILITIES

TOTAL LIABILITIES
NET ASSETS

EQUITY
Issued capital
Accumulated losses
Reserves

Parent entity interest
Minority interest

TOTAL EQUITY

Note Consolidated Company
2006 " 2005 2006 2005
$000 $000 $000 $000
689 7,862 wrT T s e
-7 84 725 1,265 787
8 £113 2632 284 525
-9 685 714 495 240
2571 11,933 2421 2457
10 6 6 30,599 40,886
11 650 1,266 - . 370 932
12 17,566 16629 ; .
18222 17.901 30989 41,818
20793 29,834 33300 44,275
14 3825 2,661 1,824 1,001
15 3468 6,603 3,468 41
16 617 477 544 464
7910 9741 5,836 1,506
17 12,080 29 16,003 3332
18 300 288 %3 169
12,380 547 16,266 3,501
20,290 10,258 2,102 5,007
503 19,576 11,288 39,178
20 100,895 99,408 100,895 99,408
(113.154) (90,437) (93,155) (60,613)
12,262 9,095 3,550 383
3 18,066 11,288 39,178
500 1510 3 .
503 19,576 11288 39,178

Notes o the financial statements are included on pages 21 fo 54.
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

Note Consolidated " Company
2006 2005 . 2006 2005
$'000 $000 $'000 $'000
Cash flows from operating activities ) .

Receipts from customers oo \ 1245 271 ) 2 -
Payments to suppliers and employees R . (18,945} . {25,100} {7.652) (13.790)
Interest received 240 - 526 . 122 234
Interest paid (309) {421) (262) (18)
Other revenue : . 193 73 281 752
Net cash used in operating activities , 27(b) {17,576} (22,021) (7,482) (12,822}

Cash flows from investing activities .
Payment for plant and equipment _ o ‘ (23) {328) (12} (220}
14 %R

Proceeds on sale of ptant and equipment 154 32
Loan funds to wholly owned controlled enfiies . - , - (11,978) {5,725}
Payment for acquisition of intangible assets ' (1,058) ' {529} 80 {333)
Payment for acquisition of investments - - . . @y - - - _ -
Payment for additional investment in controlled entitieson = - ST T e (138) - {138)
market : . . .
Net cash used in investing activities - L ) -~ . {1,738} ~ {983) , (11,756) {6,384)
Cash flows from financing activities - . ' . .
Repayment of borrowings _ o " (6,681) e ) _ {112) Ea)}
Proceeds from bomowings : 19321 - . 200 _ 19,321 ) 200
Repayment of notes ‘ (1,987) oo@e2y .0 (1987) -
Payment of share issue costs @ " N KH K 9y T (245)
Proceeds fromissue of shares. - . 1,487 . - 10681.. .. .- 1,497 - . 8362
Net cash provided by financing activities | ' _ M4l 7816 870 86
Net {decrease) in cash and cash equivalents 7.173) {15,108) - (528) - {10,960} 1
Cash and cash equivalents at the beginning of the 7,862 23,294 805 . 11,885
financial year
Effects of exchange rates on the balance of cash held in
foreign currencies - .- (324} - - r

Cash at the end of the financial year 27(a) 689 7,862 377 905

Notes to the financial statements are included on pages 21 to 54.

]
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

1.

SUMMARY OF ACCOUNTING POLICIES

The financial report is a general purpose financial report which has been prepared in accordance with the Corporations Act 2001, Accounting Standards and
Urgent Issues Group Interpretations, and complies with other requirements of the law. Accounting Slandards include Australian equivalents to Intemational
Financial Reporting Standards (‘A-IFRS'). Compliance with the A-IFRS ensures that the consolidated ﬁnancral statements and notes of the consolidated entity
comply with Intemational Financial Reporting Standards (IFRS'). The parent entity financial statements and notes also comply with IFRS except for the
disclosure requirements in IAS 32 ‘Financial Instruments: Disclosure and Presentation’ as the Austrahan equivalent Accounting Standard, AASB 132 *Financial
Instruments: Disclosure and Présentation’ does not require such disclosures to be presented by the parent ennty wherg its separate financial statements are
presented together with the consolidated financial statements of the consolidated entity.

The ﬁnanc:al statements were authorised for issue by the directors on 30 September 2006,

Basis of preparation

The ﬁnanciicll report nas been prepared on the basis of historical cost, except for the revaiuation of certain non-ciiment assets. Cost is based on the fair values
of the consideration given in exchange for assets. .

In the appllcatron of A-{FRS management is required to make judgments, estimates and assumptions about carrying values of assets and liabiliies that are not
readily apparent from other sources. The estimates and associated assumptions are based on hlstoncal experience and various other factors that are believed
to be reasonable under the circumstance, the results of which form the basis of making the judgments. ‘Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to aocounhng|eshmam are recognised in the period in which the
estimate is revised if the: revision affects only that period, or in the pericd of the revision and future periods if the revision affects both current and future periods.

Judgments made by management in the application of A-IFRS that have significant effects on the ﬁnancral statements and estimates with a significant risk of
material adjustments in the next year are disclosed, where applicable, in the relevant notes to the financial statements.

Accounting policies are selected and applied in a manner which ensures that the resulting financial information satisfies the concepts of relevance and
rehabllrty lhereby ensunng that the substance of the underlying transactions or other events is reported!

The consolrdated entity changed its accounting polrcles on 1.July 2004 to comply with A-[FRS. The transition to A- IFRS is aooounted for in accordance with
Accounting Standard AASE 1 ‘First-time Adoption of Australian Equivalents fo Intemational Financial Reporung Standards', with 1 July 2004 as the date of
transition. An expianation of how the transition from superseded policies to A-IFRS has affected the company’s and consolidated enmy s financial position,
financial performance and cash flows is discussed in note 31. |

" The directors have also elected under s :334(5} of the Corporations Act 2001 to apply Accounting Standard AASB 119 Employee Benefits' (December 2004),

even mough the Standard is not required to be applied untit annual reporting periods beginning on or afier 1 January 20086,

The aoooun!mg policies set out below have been applied in preparing the financial statements for the year ended 30 June 2006, the comparative information
presented in these financial statements for the year ended 30 June 2005, and in the preparatron of the opening A: -IFRS balance sheet at 1 July 2004 (as
disclosed in note ). |

Going concem basis

The Consolidated entity is an emerging medical technologies business and as such expects to be cash absorbing until its technologies are commercialized. As
at 30 June 2006 the group had accumulated losses of $110,000 thousand and incurred negative cash flows from operations of $17,600 thousand in the
financial year, .

Whilst the consol:da:ed entity and company do not have sufficient cash resources to fund their current Ievel of activities for at least the next 12 months, and
there are uncentainties as to the exact timing and form of additional fund raising, the directors have reasonable expectation that they can raise additional cash
resources and or reduce costs during the period for this purpose. These financial statements have therefore been prepared on a going concem basis which
contemplates the continuity of normal business activities and the realization of assets and setflement of fiabilities in the ordinary course of business.

The Directors befieve the going concern basis of preparation to be appropriate given the following reasons:

During its Iifeflime Norwood Abbey Limited {NAL) has been able to attract funds to advance their technologies. To date the company has raised in excess of
$80,000 thousand in equity and a further $17,500 thousand in convertible noles. 1

Subsequent to year end the company sold shares in the subsidiary Norwood Immunology Limited for applroximately $13,500 thousand. These funds have
been used to extinguish two convertible notes with an aggregated face value of approximately $11,300 thousand. Addmunally Norwood fmmunclogy Limited
entered into a loan agreement raising $1,000 thousand.

Iy
The consolidated entity and the company intends 1o continue atiracting funds from these sources, where appropn’ate supplemented by the following:

) A p055|b!e pattial offt-market divestment of an additional parcel of the company’s share holding in Norwood Immunology Limited (NIM). Disposal of
these shares and the raising of sufficient funds is subject to the following —
- obtamrng any necessary approval by existing shareholders; and
- obtaining any necessary approval from those parties who were convertible note holders at the 30 June 2006; and
- the willingness of third parties to purchase the shares at a price that is sufficient to provide adequate funding.

' NORWOOD ABBEY LTD annual ieport 2006 21




FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

1.

SUMMARY OF ACCOUNTING POLICIES {continued)

Concurrent with the above the consolidated entity and the company have implemented a restructunng program. The program |s expected to further reduce the
current monthly outfiow from July 2006. In addition, as parl of the proposed Eyecare licensing strategy, |t is intended the ob[rgatlon for servicing patent and
certain research and consulting costs be transferred oa prospectrve ||censeefs

Having carefully assessed the uncertainties relating to the likelihood of securing additional fundrng and the consolldated entrtys and company's ability to
effectively manage their expenditures, the directors believe that the consolidated entity and company will continue to operate as going concems for the
foreseeable future and therefore that it is appropriate to prepare the financial statements on a going concem basis.

Inthe event that the consolidated entity and the company are unable to raise sufficient funds as set out above, there is significant uncertainty whether the
~ consolidated entity and company could continue as going concems. If the consolidated entity and company are unable to continue as going concems they
may be required to realise their assets’ and exhngursh their. i|ab|hues other thanin the nomal course of business and at amounts different to those stated in the

- financial statements. - e o ot ey L

‘ No adjustrnents have been made to the ﬁnancuat report retatmg to the reooverablluty and C|3$SIﬁcatI0n of the asset camying amounts or the classification of 1
liabilities that m|ght be necessary shoutd the oonsolldated entity and company not oontmue as gomg concems

Significant Accountfing Policies . L P L. ' ) . .

The licensing of the Eyecare project tamjeted to generate upfront licensing fee{s) plus OEM revenues and or royalﬁes.
The consolidated entity and the company are currently in discussions with a number of potential investors to secure additional funds through equityw

and/or loans.

The company currently has a $20 million equity facility with Global Emerging Markets Inc. expiring in April 2008 This facility allows the company to
draw down funds during the period of the facility. The total amount of funds available at any one draw down is dependent on trading volumes of NAL
shares. Based on historic average trading volumes, funding of approximatety $500,000 to $1m is tlkely to be available during the 2007 financial year if

required to supplement the other funding options.

N, -

The following significant accounting policies have been adopted in the preparatron and presentat:on of the financial report

(a)

(b)

c)

(d)

Borrowings

Borrowings are recorded initially at fair value, net of transaction costs.

Subsequent to initial recognmon borrowings are measured at amortised cost with any difference between the |mt|al recognlsed amount and the
redemption value being recogmsed in profit and loss over the period of the barrowing using the effective interest rate method.

Cash and cash equivalents
Cash and cash eguivalents comprise cash on hand, cash in banks and investments in money market instruments, net of outstanding bank

overdrafls. Bank overdrafts are shown within bormowings in current liabilities in the balance sheet.

Employee benefits ,
Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave, long service leave, and sick leave when it is
probable that settlement will be required and they are capable of being measured reliably.

Provisions made in respect of employee benefits expected to be settied within 12 months, are measured at their nominal values using the
remuneration rate expected to apply at the time of sefilement.

Provisions made in respect of employee benefits which are not expected to be setled within 12 months are measured as the present value of the
estimated future cash outflows to be made by the consolidated entity in respect of services provided by employees up to reporting date. !

Defined contribution plans
Contributions to defined contribution superannuation plans are expensed when incurred.

Financial assets

Investments are recognised and derecognised on trade date where purchase or sale of an investment is under a contract whose terms require
delivery of the investment within the timeframe established by the market concerned, and are initially measured at fair value, net of transaction
costs. :

Subsequent to initial recognition, investments in subsidiaries are measured at cost.

Loans and receivables ;
Trade receivables, loans, and other receivables are recorded at amortised cost less impaimment. '
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006 P

1. SUMMARY OF ACCOUNTING POLICIES {continued

(e}

{f

(g)

(h

Flnancnal instruments issued by the company

ebt and equity instruments :
Debt and equity instruments are classified as either liabilities or as equity in accordance with the substance of the contractual arrangement.
Compound instruments
The component parts of compound instruments are classified separately as liabilities and equity in accordance with the substance of the contractual
arrangemenl At the date of issue, the fair. value of the liability component is estimated usmg the prevailing market interest rate for a similar non-
convertible debt. The equity component initially bought to account is determined by deduchng the amount of the liability component from the amount
of the compound instrument as a whole.

Transaction costs on the i issue of eqmlv |nstruments
Transachon cosls arising on the |ssue of equnty anstruments are recogmsed d:rectly in eqwty asa reductlon of the proceeds of the eqmty instruments
to which the costs relate. Transaction costs are the costs that are incurred directly in connectlon with the i |ssue of those equny mstruments and which
would not have been incurred had those mstruments not been issued. !

Interest and dividends . - - Lot - e . S

Interest and dividends are classified as expenses or as distributions of profitconsistent with the balance sheet classification of the refated debt or
equ:ty instruments or component parts of compound instruments. Interest is accrued at the‘eﬁectwe interest raté on the carrying value of the debt.

Foreign currency R T TR

Foreign currency transactions SR : T .

All forelgn cumency transactions during the fi nanolal year are broughl to: account using lhe exchange rate‘in. eﬁect at the date of the transaction.

Foreign currency monetary items at reporting date are translated at the exchange rate exlshng at reporting date. Non-monetary assets and liabilities

carried at fair value that are denominated in foreign currencies are translated at the rates prevallmg althe dale when the fa:r value was determined.

Exchange differences are recognlsed in proﬁt or Ioss in the penod in which they arise except that; ‘ ' )

s - exchange differences which felate to assets undef construction for future productive use are |ncruded in the cost of those assets where they
.n are regarded as an adjustment to interest costs on foreign currency borrowings; |

* . exchange differences on transactions entered into in order to hedge certain foreign curency risks)and -

. 1 exchange differences on monetary.items receivable from or.payable to a foreign operahon for which settlement is neither p1anned or ikely to
. occur, which form part of the net invesiment in a foreign operation, are recognised i |n the foreign currency translation reserve and recognised

in profit or loss on disposal of the net investment.

Foretgn operations

Forelgn operatlons are not considered 1o be self- sustalnlng and as such the Australian dollar is considered to be the functional currency of the

foreign operations. On consolidation, the monetary assets and liabilities of the consolidated;entity's overseas operations are translated at exchange

rates prevailing at the reporting date and non-monetary assets and liabilities are translated at historic rates prevailing at of acquisition. Income and

expense items are translated at the average exchange rates for the period unless exchange rates fluctuate significantly. Exchange differences

ansmg, if any. are recognised in the profit and loss statement. . o

Goods and services tax

Revenues expenses and assets are recognised net of the amount of goods and services tax (GST) except:

i. 3! where the amount of GST incurred is not recoverable from the taxation authority, it is recogmsed as part of the cost of acquisition of an asset
]%i or as part of an item of expense; or L : )

ii. # forreceivables and payables which are recognised inclusive of GST.

The net amount of GST recoverable from, or payable to, the taxation authority is included as 1p::n't of recewah!es or payables.

Cash flows are included in the cash flow stalement on a gross basis. The GST component of cash flows arising from investing and financing

actlwtses which is recoverable from, or payable to, the taxation authority is classified as operahng cash flows.

Impalrmenl of assets

At each repomng date, the consolidated entity reviews the carrying amounts of ifs tangible and mtanglbie assels to determine whether there is any
indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order
to determme the extent of the impairment loss (if any). Where the asset does not generate cash flows that are independent from other assets, the
consohdated entity estimates the recoverable amount of the cash-generating unit to which the asset belongs

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market assessments of the {ime value of money and the risks
speCIf ic to the assel for which the estimates of future cash flows have not been adjusted.
If the| recoverable amount of an asset (or cash-generating unit) is estimated to be less than its canymg amount, the camying amount of the asset
(cash-generatmg unit) is reduced to its recoverable amount. An impairment loss is reoogmsed in profit or loss immediately, unless the relevant asset
is carped at fair value, in which case the impairment loss is trealed as a revaluation decrease. i
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

1.

SUMMARY OF ACCOUNTING POLICIES (continued)

{h)

Impairment of assets {continued)

* Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the revised estimate of

its recoverable amount, but only to the extent that the-increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset (cash-generating unit) in prior years. ‘A reversal of an impairment loss is
recognised in profit or loss immediately, unless-the relevant asset is carred at fair value, in which case the reversal ot the |mpa|rment loss is
treated as a revaluation increase.

Income tax
Current tax
Current tax is calculated by reference to the amount ot income taxes payable or recoverable in respecl of the taxable profit or tax loss for the
period. Itis calculated using tax rates and tax laws that have been enacted or substantively enacted by reporting date. Current tax for current and
prior periods is recognised as a liability {or asset) to the extent that it is unpaid {or refundable). .

P N N 1

Deferred tax A e e e L
Deferred tax is accounted for using the comprehensive balance sheet Ilablllty method in respect of temporary drfferences arising from differences
between the carrying amount of assets and fiabilities in the financial statements and the corresponding tax base of those items.
In principle, deferred tax fiabiliies are recognised for all taxable temporary drﬁerences Deferred tax assels are recognised to the extent that it is
probable that sufficient laxable amounts will be avallable against which deduclrble temporary diffefences or unused tax losses and tax offsets can
be utiised. However, defemed tax assets and liabilities are not recogmsed if the temporary différences giving rise to them arise from the initial
recognition of assets and liabilities {other than as a result of a business combination) which affects neither taxable income nor accounting profit.
Furthermore, a deferred tax liability is not recognised in relation to taxable temporary differences arising from goodwill.

W R . . . B * : . e R : : -
Deferred ax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries except where the consolidated entity
is able to control the reversal of the temporary differences and it is probable that the temporary differences will not reverse in the foreseeable
future: Deferred tax assets arising from deductible temporary differences associated with these investments and interests are only recognised to
the extent that it is probable that there will be sufficient taxable profits agarnst which to utilise the benefits of the temporary differences and they

are expected to reverse in the foreseeable future. T, Lo

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period{s) when the asset and fiability giving rise
to them are realised or settled,- based-on tax rates (and tax laws) that have been enacted-or substantively enacted by reporting date. The
measurement of defermed tax liabilities and assets reflects the tax consequences that would follow from the manner in which the consolidated
entity expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when they refate to income taxes levied by the same taxation authority and the company/consolidated
entity intends to settle its current tax assefs and liabilities on a net basis.

Current and deferred tax for the period
Current and deferred fax is recognised as an expense or income in the income statement, except when it relates to items credited or debited

directly to equity, in which case the deferred tax is also recognised directly in equity, or where it arises from the initial accounting for a business
combination, in which case it is taken into account in the determination of goodwill or excess.

Tax consolidation

The company and all its wholly-owned Australian resident entities are part of a tax-consolidated group under Australian taxation law. Norwood
Abbey Limited is the head entity in the tax-consolidated group. Tax expense, deferred tax liabilities and deferred tax assets arising from temporary
differences of the members of the tax consolidated group are recognised in the separate financial statements of the members of the tax
consolidated group using the 'stand alone taxpayer' approach.

Entities within the tax-consolidated group have entered-into a tax funding arangement and a tax-sharing agreement with the head entity. Under

the terms of the tax funding arrangement, Norwood Abbey Limited and each of the entities in the tax-consolidated group has agreed to pay a tax
equivalent payment to or from the head entity, based on the current tax liability or current tax asset of the entity.
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1. SUMMARY OF ACCOUNTING POLICIES (continued) i Lo
l

i; |
Intellectuat Property and Patents o
Costs associated with the development of new products and technologies including the onganal patent applicatlon costs are capttalised

Intelleclual property and patents are recorded at the cost of acquisition. Inteliectual: property acqunred through gaining cantrol of the company's
wholiy owned subsidiaries is recorded at its.fair value upon acquisition. : The directors gave, due cons:deratron to the technical and commercial fife
of the intellectual property and patents o determine their useful life.- In the opinion of the dlrectors lhe intellectual property does not have a finite
useful life. R ,

Patents are amortised on a straight line basis so as to write off the cost of each asset aver its expected useful life. Amomsanon of the inteflectual
property begins upon the commercialisation of the related project and continues over the penod in whlch the corresponding beneﬁts are expected

to anse The follownng useful ||ves are used in lhe calculatlon of amomsatlon I

. Patents& Inlellectual Property oo 10-08 years oL o L L.
Thei‘ directors regularly review the canylng value of the’intellectual prdp'érty'ahd paternits to ensure its carrying valle does not exceed its
recoverable amount, based on the cashflow forecast and advancement of project milestones!
Patent renewal cosls are written off as an expense as they are incurred. E

Inventones ‘
Inven!ones are valued at the Iower of cost and net reallsable value W|th the malonty bemg valued ona ﬁrst in f rst out basus Net realisable value
represenls the estlmated selllng pnce !ess aII estJmated cosls of completlon and costs to, be mcurred |n marketmg, selling and d1stnbutton

I S f IR S
Leasedassets o e B T A T T

| . T . .
Leases are classified as finance leases whenever the terms of the lease transfer substantially afl the risks and rewards of ownershlp to the lessee.

P o

- Ali other leases are classified as operating leases. - ' . : j Coe
: ‘Assets held under finance leases are initially recognised at their fair value or, if lower; at amounts equal to the present value of the minimum lease
. :.~payments each determined at. the mcepnon of the Iease The conespondmg 1|ab|hty to the Iessor is included .in the balance sheet as a finance

Iease obllgatmn . ‘ . _— . . ‘. .
Lease payments are apportloned between finance charges and reducﬂon of the lease obllgauion 0 as'to achieve a constant rate of interest on the
remalnlng balance of the liability. Finance charges are charged directly against income, unress they are directly attributable to qualifying assets, in

) wruch case they are capitalised in accordance with the consolidated entity's general policy on borrov\nng costs.

Flnance leased assets are amortised on a straight line basis over the estimated useful life of the-asset.’
Operatmg lease payments are recognised'as an’ expense on a straight-line basis over the Ieese terrn except where another systemat:c basis is
more representabve of the time pattern in which economic benefils from the leased asset are consumed

Payaﬁles ' \ -
Trade payables and other accounts payable are recognised when the consolidated entity becomes obliged to make future payments resulting from
the purchase of goods and services. ‘ ,

i’ ’ ) ‘ 1
Pnnclples of consolidation : '
The consolldated financial statements are prepared by comblmng the financial statements of aII the enities that comprise the consafidated entity,
being the company (the parent entity) and its subsidiaries as defined in Accounting Siandard AASB 127 ‘Consolidated and Separate Financial
Statements'. Consistent accounting policies are employed in the preparation and presentation of the consolidated financial statements.
On acquisition, the assets, liabilities and contingent liabilities of a subsidiary are measured at thelr fair values at the date of acquisition. Any excess
of the cost of acquisition over the fair values of the identifiable net assets acquired is recogmsed as goodwill. If, after reassessment, the fair values
of the identifiable net assets acquired exceeds the cost of acquisition, the deficiency is credited !0 profit and loss in the period of acquisition.
The mterest of minority shareholders is stated at the minority's proportion of the fair values of the assets ‘and liabilities recognised.
The consolldated financial statements include the information and results of each subsidiary from the date on which the company abtains control
and unul such time as the company ceases lo control such entity.
In prepanng the consolidated financial statements, all intercompany balances and transactions, and unrealised profits arising within the
consolidated entity are eliminated in full | i

i
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SUMMARY OF ACCOUNTING POLICIES {continued)

1.

{0)

{r)

(a)

.The following estimated useful lives are used inthe caiculaﬂon of deprecualron

Plant and equipment :
Plant and equipment, leasehold improvements and equipment under finance: lease are staled at cost less accumulated depreciation and
impairment. Cost includes expenditure that is directly attributable to the acquisition of the item: In the event that setflement of all or part of the
purchase cons:derauon is deferred, costis determmed by dlscountlng the amounts payable in the future to their present value as at the date of

acquisition.

Depreciation is provided on plant and equipment and is calculated on a straight line basis so'as to write off the net cost or other revalued amount
of each asset over its expected useful life to its estimated residual value. Leasehold improvements are depreciated over the period of the lease or
estimated useful life, whichever is the sherter, using the straight line method. The estimated useful lives, residual values and depreciation method
is reviewed at the end of each annual reporting period. -

e
S

Leasehold improvements oL e DL
. Piant, equipment and office furniture 5-15 years -

» Computer software b sy dyears ..

. Motor vehicles under finance lease ... .~ . .. .. - 6-Tyears .,

Provisions

Provisions are recognised when the consolidated entity has a present obligation, the future sacnf ice of economic benefits is probable, and the
amount of the provision can be measured reliably. .

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at reporting date, taking
into account the risks and uncertainties surounding the obligation. Where a prowsmn is measured usmg the cashflows esUmated to settle the

- present obligation, its carrying amount is the present value of those cashflows.-.... - .. = .., ..

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, the receivable is
recognised as an asset if it is virtually certain that recovery will be received and the amount of the receivable can be measured reliably.

Restructuring

Provision for restructurings are recognised when the consolidated entity has developed a detailed formal plan for the restructuring and has raised
a valid expectation in those affected that it will camry out the restructuring by:

. starting-to implement the plan; or

. announcing its main features to those affected by it.

Onerous contragts

An onerous contract is considered to exist where the consolidated entity has a contract under which the unavoidable cost of meeting the
contractual obligations exceed the economic benefils estimated to be received. Present obligations arising under onerous contracts are
recognised as a provision to the extent that the present obligation exceeds the economic benefits estimated to be received.

Revenue recognition

Sale of qoods

Revenue from the sale of goods is recognised when the consolidated entity has transferred to the buyer the significant risks and rewards of
ownership of the goods. '

Royalties

Royalty revenue is recognised on an accrual basis in accordance with the substance of the relevant agreement.

Dividend and inferesl revenue

Dividend revenue is recognised on a receivable basis. Interest revenue is recognised on a time proportionate basis that takes into account the
effective yield on the financial asset.
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1. SUMMARY OF ACCOUNTING POLICIES (continued) PR ‘

n Shlare-based payments

Equrty-settled share-based payments granted after 7 November 2002 that were unvested as of 1 January 2005, are measured at fair value at the
date of grant. Fair value is measured by use of a binomial model. The expected:life used in the model has been adjusted, based on management's
best estimate, for the effects of non-transferability, exercise restrictions, and-behavioural consnderatuons

The fair value determined at the grant date of the equity-setiled share-based payments is expensed on a straight-ine basis over the vesting
penod based on the consolidated entity’s estimate of shares that will eventually vest. '

For cash-settled share-based payments, a liability equal to the portron of the goods or selrvrces received is recognrsed at the cument fair value
detennrned at each reporting date. - - oL oy Can - !

:| o ;
) . . FE i
, (s) Comparatwe information - financial instruments SR 3
The consolidated entity has elected not to restate comparatrve information for financial mstruments within the scope of Accounting Standards
AASB 132 ‘Financial Instruments: Disclosure and Presentation' and AASB 139 'Flnanclal Instruments Recognrtron and Measurement’, as
permmed on the first-time adoption of A-IFRS. ™ ' o ‘ o '
The Jaccounting policies applied to accounting for financial instruments in the curent fi nanclal year are detarled in notes 1(a) to (ad). The following
aocountmg policies were applied to accounting for financia! instruments in the comparative ﬁnancral year "

4 !
' !
' | i

(a) Accounts payable ’

Trade payables and other Aaccounts.payable are recognised when the consolidated entity becomes obllged to make future payments resulting from
the purchase of goods and services. I | D

| (b) Financia! instruments issued by the company . ‘
Debt and equity instruments : . s . - . 1! ,
Debt and equity instruments are classrﬁed as etther liabilities or as equity in accordance with the substance of the oontractual arrangement
t Transactron costs on the issue of equity instruments i |
‘ e Transactron costs arising.on the issue of equity instruments are .recognised directly in equrty as| a reduction of the proceeds of the equity

"2 |nstruments to which the costs relate. -Transaction costs are the costs that are incurred directly i in connechon with the issue of thase equity
! |nstnirments and which would not have been incurred had those instruments not been issued. | I l

Interest and dividends . r .

Interest and dividends are classified as expenses or as distributions of profit consistent with the balance sheet classification of the related debt or
equrty instruments or component parts of compound instruments. . |
{c) Recelvables v : 1 l

L
P Trade receivables and other receivables are recorded at amounts due less any allowance for dor]rbtfut debts.
i

l
i ot .

] oy
Effect of changing the accounting policies for financial statements |
The effect of changes in the accounting policies for financial instruments on the balance sheet as at 1 July 2005 is shown below:
' |

’

' : I
y
'
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: Consolidated - ' Company
30 June ‘Effect of 1 July 2005 30 June 2005 Effect of 1 July 2005
2005 adoption $'000 $'000 adoption $000
$000 - $°000 . . L $000
CURRENT ASSETS _ ) S )
Cash and cash squivalents - 7862 - 7,862 ' 905 - 905
Trade and other receivables w5 - 725 Coor - - 787
Inventories D 2632 . - .l 2632 © h25 - 525
Other . 714 L. .4 240 - 240
TOTAL CURRENT ASSETS o 93 L 1933 2457 ) 2457
NON-CURRENT ASSETS : S ' f Pl -
Other financia assets 6 - 6 40,686 - 40,886
Plant and equipment 166, . - - 1266 0 - . 932 . - 932
Other intangible assets _ 16,629 - 16629 - - -
TOTAL NON-CURRENT ASSETS "--17.9_01 o - L7801 T 41818 - 41,818
TOTAL ASSETS ) . S 29,834 . 29834 « 44,275 - 44 275
CURRENT LIABILITIES _ L
Trade and other payables . ‘2661 - i1+ 1 A 1§ - 1,091
Borrowings 6,603 - 6,603 41 - 4
Provisions . . : 477 . - v 47T . A4 - R 464
TOTALCURRENTLIABILTES ' §741 - dm O e, . 1,59
NON-CURRENT LIABILITIES
Bormowings 229 - 229 3,332 - 3332
Provisions - . 288 .. - 288 169 - 169
TOTAL NON-CURRENT LIABILITIES “ 517 . - 517 3,501 - 3,501
- TOTAL LIABILITIES ' 10,258 - 10,258 5,097 - 5,097
NET ASSETS ' ; 19,576 - 19,576 39,178 - 39,178
EQUITY :
Issued capital 99,408 - 99,408 93,408 - 99,408
Accumulated losses (90437) . - {90,437} (60,307} - {60,307)
Reserves ) 9,085 - 9,095 17 - 77
Parent entity interest 18,066 - 18,066 39,178 - 39,178
Minority interest 1,510 - 1,510 - - -
TOTAL EQUITY 19,576 - 19,576 39,178 - 39,178
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- applying the accounhng policies specified elsewhere in note 1.
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006 5 |

‘ ]
The main ad]ustments necessary that would make the comparative financial statements comply wrth AASBi 132 and AASB 139 are listed below. Similar
adjustments were made at 1 July 2005 to restate the opening fi nancial position of the cornpany and consalidated entity to a position consistent with the
accounting pollel’es specified in note 1{a) to {ad): P !

I
] the meas;urement of financial assets designated as held-to-malurity and:loans and- recewables al amort:sed cost, rather than at cost or fair value in
accordance with the superseded policy ; |

(i) the measurement of financial assets designated as fair value through profit or loss or avaﬂable—for sale at fair value, with changes in falr value recc-gmsed
in profit or loss or equity as appropriate, rather than at cost in accordance with the superseded pollcyr !

(i) the measurement of financial liabilities at amortised cost, rather than at cost in accordance with the superseded policy
(iv) the reoogmhon and measurement of all derivatives (including any embedded denvattves) at fair value' |

(v) the recognltlon in profit or loss of the movemenl |n the fair value of derivatives wh|ch dld not qualify for hedge accounting-or were not designated as
hedging mstrumenm ’ AU

I
(vi) the Uansf;er of deferred hedging gains and losses recogmsed as assets and liabilities arising from a cash flow hedge of a forecast transaction to the
hedging reserve 3 |

(vii) the derecognmon of other deferred hedging gains and losses recognised as assels and liabilities :

(vili) the deferral in equity of the effective portion of the' movement in fair value of derivatives accounted for asa cash flow hedge

{ix) the recognmon in proﬁl or loss of the ineffeclive portion of the movement in fair value of hedging m?truments accounted for as a cash flow hedge

() the recognltjon in profit or loss of the movement in fair valu of derivatives accounted for as a fair value hedge and the fair valuing of hedged items

(xi) the adjustrnent to the carrying amount of items that would qualify as a fair value hedge under A- IFRS and were designated as a hedge under previous

GAAP for the lower of the cumulative change in fair value of the hedged item for the designated hedge nsk and the cumulative ¢change in fair value of the
hedging |n]strument

. {xii}  the recognition of any cument or deferred taxes in _relation fo the adjustments descn‘bed above ' |

| .
itis not practrcable for the company and the consohdaled entlty to detail the amounts of the adjustments to profit or loss and to opening retained eamings for the

comparative penod had the new accounting policies been applled from the beginning of the comparative penod !n addition, it is not practicable for the company
and the consolldated entxty to detail for the current period, the amounts of the adjustments resulting to each fi nancial statement line item as a consequence of

t

! : ) CONSOLIDATED COMPANY
4

J
\
b - " 2008 2005 | 2006 2005
" 9 $000 yo00 | $000 $000
! 2. LOSS FROM OPERATIONS Lo
{a} Revenue 3& ; l
Revenue from confinuing operaticns consisted of the following items: BT : ‘ '
Revenue fom sale of goods 687 | 2198 2 58
i 687 2,196 29 58
(b} Other lncomel(expense) ) . i
Interest revenue
Controlled entities g - P . 17
Other entities . 240 526 - 1233 217
?‘ 240 \ | 526 123 234
| .
Gain on drsp’osal of leased assets 10 ;4 ‘ 10 4
(Lass)gain on dtsposal of plant and equipment (44 1 {44) 1
i (34) 5 ? {34) 5
Grants recenlﬁed : - 135 | - -
Net foreign exchange {losses)igains {615) 764 i 88 (800)
Insurance regovery - L300 - 30
Management fee - ) 490 600
Otherincome 251 | 108 28 123
] {158) (15681 905 192
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CONSOLIDATED COMPANY
2006 2005 2006 2005
- $'000 $000 $'000 $'000
2. LOSS FROM OPERATIONS {continued)
Loss before income tax has been amived at afier charging the
following expenses:
Cost of sales ) {1,195} (1,042) {15 (24)
Finance costs: :
- Interest on loans ‘ o+ [5886) 0 (404) - oo . (459) (1
- Other interest expense : s .. (23) (17} e 123) {1n
- Equity settled benefits ) _ : {366) - (366) -
) . e " {975) 2y T (848) (18)
Receivables write down {17 662) (523)
Depreciation of non-curment assets: ' S VR . :
- Plant and equipment . : (257) (281) . {192y . {229)
- Leased assets _ . {44) (45) (44) (45)
! o o ) (301) (326) (236) (274)
Amortisation of non-current assets ~ o
- Intangibles - (175) {1,386) {(104)
Operating lease rental expenses . e e .
- Minimum lease payments : C(347) (297} ) (274) (274)
Employee benefits expense: e o
- Post employment benefits: .
Defined contribution plans {23y - - L (34B) - . s (180) - i VO (273)
{(213) (346) {150) (273)
- Share based payments _ _ . (26) N . (26)
- Termination benefits " (862) (345) e (345)
- Other employee benefits ' . {6,431) {7.559) {4,982) (4,755}
(5,399)

{7.506) (8,276} {5,994)
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(@)

(b)

{c)

li \
f
]
o
fNﬁCOME TAXES
The cgmp_onehts of tax expense comprise:
Curreq} tax
Deferred tax .

|

ci

The pnma fac:e expensel(benefit) on loss from ordinary activities
beforeamcome tax is reconciled to the income tax as follows

Prima facie tax payable on loss from ordinary actwltles before income tax
at 30% (2005 30%)

Add lax effect of
- Temporary difference and losses not recognised
- Non deducnble expenses '
|r
Less lax effect of,
- Rese?rch and Development (125% claim)

Income tax expense to whol!y-owned subs;dlanes under the tax shanng
agreemenl
Income’ tax attributable to entity

|
The app}icab!e weighted average effective tax rates are as follows:
;l . ) _ .

i
It

! .
Deferred tax assets not brought to account, the benefits of which
will only be realised if the conditions for deduchblllty occur:
- temporary differences
-tax losses:
l - operating losses (i)

¢ -capital losses

;|
'

|

I . 1
i .- !
)
o
CONSOLIDATED COMPANY
. 2006 | 2005 2006 2005
$'000 $000 $1000 $000 .
A
|
Co
- ) I . - -
. | ’ | -
|
| .
{7.118) (11,596) 9,766) (7.484)
j .
|
|
7,184 |11,559 " 9,760. 7.337
51| | 100 o 18
7,235 11,759 9,766 7515
mn | (83 - (31)
U TN @31)
- , | - ) -' -
- | i - - -
— . ‘
0% | | 0% 0% 0%
I |
Cod
1,666 I 801 2,128 1413
, _
20,450 22,458 11,402 14,623
-1, e 160 306
22116 | ' 23,565 13,690 16,342

(i Consolidated operating tax losses have been reduced for the effect of the change in ownership by $9,192 thousand.

|
Relavance of tax consolidation to the consolidated entity

!
The company and its wholly-owned Australian resident enfilies have formed a tax-consolidated greup with effect from 1 July 2003 and are therefore
taxed as a smgle entity from that date. The head entity within the tax-consolidated group is Norwood Abbey Limited.

Nature of tax fundmg arrangements and tax sharing agreements

Entities mth:n the tax-consolidated group have entered into a tax funding amrangement and a tax- -sharing agreemem with the head entity. Under the terms of the
tax fundmg arangement, Norwood Abbay Limited and each of the entities in the tax-consolidated group has ag reed to pay a tax equivalent payment to or from
the head enhty based on the current tax liability or current tax asset of the entity. Such amounts are reﬂected in amounts receivable from or payable to cther

entifies m the tax-consolidated group.

The fax shanng agreement entered into between members of the tax-consolidated group provides for the detenmnaﬂon of the allocation of income tax liabilities
between the entities should the head entity default on its tax payment obligations. No amounts have been recogntsed in the financial statements in respect of
this agreement as paymen! of any amounts under the tax sharing agreement is considered remote.

!
|
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4. KEY MANAGEMENT PERSONNEL COMPENSATION
a) Details of key management personnel ’
The key management personnel of the consolidated ennty dunng the year were:
« P.J. Hansen (Executive Chainman)
R.S. Lewis {Non-executive)
E.H.S. Wyatt (Non-executive)
R.W. Zahn (Non-execulive)
|.W. Hunter (Non-executive} - resigned 28 August 2006
R.F. Wiltiams (Chief Executive Officer - Norwood Immunclogy Limited)
R. Scarrott (Chief Financial Officer - Norwood Immunology Limited)
J.H. Bell (Chief Operating Officer.and Company Secretary - Norwood Abbey Limited)
B. Romanin (Senior Vice President Corporate’ Development Norwood Abbey Limited), resigned 8 September 2005
R.G. Walmsley (Chlef Executive Officer Devices Group) resngned i Febmary 2006 :

P

b) Key management pelsonnel compensaﬂon pollcy :
The remuneration committee reviews the remuneration packages of all specified directors and specified executives on an annual basis and makes
recormmendations to the board. Remuneration packages are reviewed and determined with due regard to cumrent market rates and are benchmarked
against comparable industry salaries adjusted by a performance factor to reflect changes in the performance of the company. During the financial year
no performance based payments were paid to key management personnel based on satisfaction of performance critena.

The aggregate cbhpenéaﬁon of the key managerfierii' personnel of the conselidated entity and the company is set out betow:

¥
‘.

, . .o . Consolidated * 'Company

."-» nonow o . ) 2006 2005 2006 - 2005

Lo L . oo $ $ : $ § $
Short-term employee benefts . ' 2,530,400 2,475,288 1915525 - 1,884,520
Post-employment benefits : ‘ ’ 89,354 . 108,516 89,354 108,516
Otheriong term employeebeneﬁts 104,878 ) - 104878 -, -
Temmination benefits . ~ N 298,576 - 298,576 . -
Share-based payment ' e S - 26,132 ' - 26,132
Other benefts : : L. 764,000 - 764.000 -
Total C L Co 7 3,787,208 2,609,936 3,172,333 2,019,168
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006 ) e o -

5,

e & T I . aaiee e et 4

EMPIIOYEE OPTION PLAN - o _
P | 200 | - 2005
; " Number of Wetghted Numberof ~ Weighted
! , . options average options average
? . exercnse [ o exercise
_ . price$ | ' price $
Balance at beginning of the financial year - - 831,600 1.35

Granted during the financial year - ' - -
Exercised during the financial year ) - . S -
Expired during the financial year - - (831,600} 1.35
Balance at the end of the financial year - - | @ - -
Exerasab!e at the end of the financial year oo - i - - -

|
- -
_‘.

The company has an ownership-based remuneration scheme for employees. In accordance with the prov;srons of the scheme, as approved by shareholders at
a general meeting, all eligible employees are entitled to participate in the scheme. ;

All emptoyees and executives are eligible to participate in the scheme while' they remain employed by the cornpany Upon becoming ineligible, participants
normally have thirty days to exercise any vested options after which any unexercised or unvested oplions will be cancelled by the plan administrators. Where
an employee becomes ineligible to participate in the scheme any options that have not vested to the employee a that date will be cancelled by the company,
Opnans that have vested to an employee but remain unexercised will normally be cancelled thitty days from lhe date of ineligibility.

Tranche 1 !

On 2 August 2000 a first tranche of 633,800 options were issued to ellglble employees with an exercise price of $1.50 and expmng on 31 December 2004.
Under the rules of the plan the number of options issued was reduced during the year ending 30 June 2002 to 535,600 , reduced during the year ending 30
June 2003 to 481 600, and reduced to 422,400 during the year ended 30 June 2004 for lapsed optaons

The balance of 422,400 options relating to tranche 1 options, expired during the year ended 30 June 2005 ;
h :

Tranche 2 ' !

On 4 Augt August 2003 a second tranche of 422,200 options was issued to ellglble employees. The second tranche was issued with an exercise price of $1.20 and

expire 31 December 2004. On 4 March 2004, 13,000 tranche 2 options were exercised with a fair value of $16 640 and $15,600 consideration received. The

fair value of shares received at the date of their issue is measured as the market value at close of trade on the date of their i issue. :

The balance of 409,200 relating to tranche 2 aptions, expired during the year ended 30 June 2005. :
|
The dlrectors of the company, being eligible employeés under the employee option plan rules, are entlt]ed to participate in allocations. It was determined by the
directors that they would exclude themselves from the allocations of employee options.

The company does not have an executlive share aption plan, however options are held by the executives, For the detalts and basis of these holdings, refer to
the dlrectors reporl and note 30 to the financial statements. !

' CONSOLIDATED COMPANY

: : 2006 12005 2006 2005
i : $ $ s $
REMUNERATION OF AUDITORS o
Audit of tﬂe parent entity .
Audit or rewew of the financial report 136,480 08,904 136,480 98,904
Taxation serwces 4,500 v 27,450 4500 27 450
Other non-audit services .
- Service relating to foreign listing 17,430 T 173,253 17,430 173,253
- .- Other advisory services 13,000 P . 13,000 -
: 171410} 299,607 171,410 299,607
Other auditors .
Audit or rewew of the financial report 89,298 b 99,777
Other non-audit services ‘,
- Other adwsoqr services 4,624 ' 7778
N 93922 | 1107555

H
The aud|tor of Nowvood Abbey Limited is Deloitte Touche Tohmatsu 'j

; ‘ !
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

CONSOLIDATED ) COMPANY
2006 2005 ' 2006 2005
$000 $'000 $'000 $'000
T. CURRENT TRADE AND OTHER RECEIVABLES ‘
Trade receivables 226 786 1,259 733
Aliowance for doubtfu! debts {165) (131) . - -
. . 81 655 1,269 733
Goods and services tax (GST) recoverable - 23 52 6 B
Other receivables - 18 - 42
‘ ' 84 725 1,265 787
8. CURRENT INVENTORIES
Raw materials — at cost I - 138. - -
- at net realisable value - 304 310 : 284 310
Work in progress — at cost 6 : 5 . - - -
Finished goods - at cost - 1,964 - -
- at net realisable value 803 215 - . 215
1,113 2,632 284 525
CONSOLIDATED COMPANY
. 2006 2005 2006 2005
- ) ~_§'000 $'000 $000 $000
9. OTHER CURRENT ASSETS )
Prepayments o - T e85 714 . 495 240
10. OTHER NON-CURRENT FINANCIAL ASSETS
Shares in controlled entities (i) - - - . 15,580 o 21,038
A fair value (2005: cost)
Shares and options 6 ] L. . 6 )
Non-trade receivables from wholly owned controlled enfities - - 15,013 19,842
6 8 30599 - 40,886
i) included in the total is an investment in Norwood Immunciogy Limited, a company listed on London Stock Exchange's Altemative Investment

Market, of 103,715 thousand shares with a recorded at cost of $13,881 thousand. The total investment had a market valuation of $98,015
thousand based on the buy price quoted at 30 June 2006 (2005: $82,887 thousand).

On § August 2008, Norwood Abbey Limited disposed of 10,100 theusand Norwood Immunology shares with an aggregate value of $4,245
thousand {Note 25).

On 31 August 2006, Norwood Abbey Limited entered into agreements to sell 31,395 thousand shares for an aggregate value of $9,275 thousand
{Note 25).

The market value of the shares in Norwood immunology Limited at the date of this report is $31,371 thousand.
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

11.

Consolidated

Leasehold Plant and Equipment Under
improvements Equipment Finance Lease
X at cost at cost \ TOTAL
PLANT AND EQUIPMENT $'000 $000 © §000 $000
Gross Carrying Value {
Balance at 30 June 2005 169 2,544 294 3,007
Additions - | 23 - 23
Disposals - (418) {197) (525)
Balance at 30 June 2006 169 2,149 187 2,505
Accumulated Depreciation
Balance at 30 June 2005 (169) (1,531) (1) (1,741)
Disposals - |302 3 338
Impairment losses charged to profit - (150) - (150)
Depreciation expense - (257) {(44) (301)
Bafance at 30 June 2006 {169} {1,636) {49) {1,854)
Net Book Value )
As at 30 June 2005 - 1,013 253 1,266
As at 30 June 2006 - 512 138 650
C‘ompany
Leasehold Plantand | = Equipment Under
Improvements Equipment Finance Lease
at cost at cost o Tt TOTAL
" _ $'000 $'000 $'000 $'000
Gross Carrying Value . { :
Balance at 30 June 2005 169 2151 294 2514
Additions - 13 - 13
Disposals - (418) (107) (525)
Balance at 30 June 2006 169 1,746 f 187 2,102
Accumulated Depreciation
Balance ét 30 June 2005 (169) (1.472) 41} {1,682)
Disposals - 300 36 336
impairment losses charged to profit - {150) . (150
Depreciation expense - {192) = {44) {236}
Balance at 30 June 2006 {169) {1,514} . {49) {1,732)
Net Book Value o
As at 30 June 2005 679 253 932
As &t 30 June 2008 - 232 138 370
CONSOLIDATED COMPANY
2006 2005 2006 2005
$'000 $'000 $'000 $'000
Aggregafe depreciation allocated, whether recognised as an
expense br capitalised as part of the carrying amount of other
assets during the year
Plant and equipment 257 281 192 229
Leased assets 44 : 45 4 45
Leasehold improvements . - - - -
301 | 3 236 274
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

12.

Net book value
As at 30 June 2005
As at 30 June 2006

CONSOLIDATED -
Development Inteflectual
Costs Patents Property Total
$'000 $o00 - $'000 $'000
INTANGIBLES
Gross Carrying Amount .
Balance 1 July 2004 1125 29,464 1,450 42,039
Additions 2,306 567 - 2,873
tmpairment write down (13431) (14,252) (600) -{28,283)
Balance at 30 June 2005 - 15779 850 16,629
Additions - 173 339 1,112
Balance at 30 June 2006 - 16,552 1,189 17,741
CONSOLIDATED
Development Intetlectual
Costs Patents Property’ Total
$'000 $'000  $000 $'000
Accumulated amortisation and impairment
Balance 1 July 2004 ' - or .- 7,007
Amortisation expense i) . 1,386 - 1,386
Impairment write down - (8,393) - (8,393)
Balance at 30 June 2003 - - - -
Amortisation expense (i) - 175 - 175
Balance at 30 June 2006 - 7. o 175
Net book value
As at 30 June 2005 - 15,779 850 16,629
As at 30 June 2006 - 16,377 1,189 17,566
il -  Ofthe charge for the year, $175 thousand (2005:$1,386 thousand) has been included in the consolidated entities administration expenses.
COMPANY
Development Intellectual
Costs Patents Property Total
$°000 $'000 $000 $'000
Gross Carrying Amount !
Balance 1 July 2004 11,125 1,288 600 13,103
Additions ) 569 333 - 902
Impairment write down (11,694) {1,621) (600) (13.915)
 Balance at 30 June 2005 - - . -
Balance at 30 June 2006 - . -
COMPANY
Development Intetlectual
Costs Patents Property Total
$'000 $'000 $000 $'000
Accumulated amortisation and impairment
Balance 1 July 2004 453 463
Amortisation expense - 104 104
Impairment write down - (567) (567)
Balance at 30 June 2005 - - -
Balance at 30 June 2006 . i - -
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

13.  ASSETS PLEDGED AS SECURITY

in accordance with the security arrangements of Ilabnmes as disclosed in notes 15 and 17 to the financial statements, certain financial and intangible
assets of the company have been pledged as collateral for those liabilities. At 30 June 2006 the carrying value of the assets pledged as security was

$4,005 thousand
CONSOLIDATED COMPANY
2006 . 2005 2006 2005
$000 $'000 $1000 $000
18.  CURRENT TRADE AND OTHER PAYABLES |
Trade payables A 1,606 1,078 1,040 354
Accrued payables 2219 | . 1,583 784 737
: : ‘ - 3825 | 2,661 1824 1,099
\ .
CONSOLIDATED COMPANY
2006 | 2005 2006 2005
? $000 | - $000 §'000 $'000
15.  CURRENT BORROWINGS ' :
Secured: | .
At amortised cost ! ) .
Notes payable (i) . X 6,562 : o ]
Note payable {ii) " . 3441 - 3441 -
Finance lease liability {ii) (note 23) 27 | 41 . 7 41
L L ‘ 3468 | 6,603 3,468 41
|

{l) Thls Ioan is denominated in us dollars and is secured by the assets acquired in the purchase of the Epr—LaS|k business and all proceeds thereof.
Interes! is calculated at a rate of 5% p.a. The loan was paid in full during the current financial year.

(i) On 20 April 20086, the company raised US$3,000 thousand through the issue of 12 month convertible notes. The notes were issued with an interest
rate of 12% per annum. The notes are convertible at USD (.35 per share. These notes are secured as disclosed in note 13, by the pledge of certain
non current financial assets of the company. The camying value of these assets is $2,234 ihousand The face value of the notes outstanding at 30
June 2006 have been reduced in recognition of the value of the attached options.

(i) Secured by the assets leased. - - |

16.  CURRENT PROVISIONS

Employee benefits . 213 1 248 140 235
Restructuring costs (note 19) 363 13 353 13
Surphus lease space (note 19) 41 : 98 4 98

617t 477 34 464

' . NORWOOD ABBEY LTD annual report 2006 3%




FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

COMPANY

CONSOLIDATED
2006 2005 2005 2005
. $'000 $'000 $'000 $'000
17. NON-CURRENT BORROWINGS .
Unsecured: at amortised cost
Loans from subsidiaries - - 3923 3,103
- 3923 3,103
Secured:
At amortised cost
Notes payable (i)(i} 11,949 - 11,949 -
Finance lease liability {if) {note 23} 131 29 131 229
12,080 24 12,080 229
12,080 229 16,003 3,332
() ©On 31 August 2005, the company raised $13,300 thousand (US$ 10,000 thousand) from the issue of unlisted convertible notes. The notes were issued
in two equal tranches. The Tranche A notes are repayable two years from the date of issue with an interest rate of 3.5% per annum. The Tranche B
notes are payable three years from the date of issue with an interest rate of 4.5% per annum. Both tranches are convertible into Norwood Abbey
Limited shares at $0.42 each during the term of the notes or at a 10% discount to the volume weighted average closing price at maturity. Both franches
of notes are secured, as disclosed in note 13, by the pledge of certain non current financial assets of the company. The ¢camying value of these assets
subject to security at 30 June 2006 was $1,862 thousand. On 31 August 2006, Norwood Abbey Limited disposed of 31,395 thousand Norwood
! [mmunology Limited shares for an aggregate value of $9,275 thousand (US$7,000 thousand). Proceeds from the sale of these shares was used to
| discharge convertible notes from both Tranche A and B {note 17). Notes that remain outstandmg at 30 June 2006 w:th an aggregate face value of
US$3,000 thousand are from Tranche A and B equally.
(i) The tace value of the noles outstanding at 30 June 2006 have been reduced in recognmon of the value of the attached options.
{iy Secured by the assets leased.
18. NON-CURRENT PROVISIONS
Employee benefits 300 247 263 128
Surplus lease space (note 19) - 41 - 44
300 288 263 - 169
CONSOLIDATED ) COMPANY
Provision for Provision for
Restructure Restructure and
Provision for and Provision for ~ Termination(i)
Surplus Termination(i) Surplus $000
Lease Space $'000 Lease Space
$000 '$'000
19, PROVISIONS
. Balance at 1 July 2005 . 139 131 139 131
Additional provisions recognised - 1,094 - 562
Reductions arising from payments/cther sacrifices of future economic benefits - (862) - (330)
Reductions resulting from re-measurement or settlement without cost . {98Y - (88) -
Balance at 30 June 2006 41 363 4 363
Current {note 16) 41 363 41 363
Non-current {note 18) - - - -
4 363 41 363

{i} The provision for restructure and termination costs represents the present value of the directors’ best estimate of the costs directly and necessarily caused
by the restructuring that are not associated with the ongoing activities of the entity, including termination benefits. The restructuring was significantly
complete as at the end of the financial year.

NORWOOD ABBEY LTD annual regorl 2006 40




FOR THE FINANCIAL YEAR ENDED Sb JUNE 27006

20.

21,

- | 3
CONSOLIDATED COMPANY

! 006 | 2005 2006 2005

; - $000 |__s000 $000 $000
ISSUED CAPITAL 1
Fully paid ordinary shares }
191,416,142 fully paid ordinary shares (2005: 185,741,408) 100,895 99,408 100,895 99,408

Changes lo the then Comporations Law abolished the authorised capital and par value concept in relatlon to share capital from 1 July 1598. Therefore, the
company does not have a limited amoun of authorised capital and issued shares do not have a par value

COMPANY COMPANY
2006 2005
Ne. . $ No. s
: ‘000 '000 000 '000

Fully Paid Ordinary Shares . ] . . .

Balance at beginning of financial year T ' . 185,741 ‘ 99,408 161,041 85,651
Shares issued _ ‘ e '

-cash L L C 1,000 \ 400 16,700 8,362
- non-cash ' L h . . 4675 1,097 8,000 5,640
Share issue costs ’ o {10) - {245)
Balance at end of financial year . . , . 1416 | 100,895 . 185,741 99 408

Fully paid ordinary shares'cany one voté per sﬁare and éarry the right to dividends.

Share Options
Details of the employee option plan are contained in note 5 to the financial statements and details of key management personnel holdings are contained in
nofe 30(c)t lo the financial statements.

CONSOLIDATED COMPANY

2006 i 2005 2006 2005
$'000 $'000 . $'000 $'000
-
| , L 2006 2005
LOSS PER SHARE ' Cents per share Cents per share
Rasic and diluted eamings per share ' (12.05) (21.97)
2006 2005
. No. No.
The weighted average number of ordinary shares on issue during the
financial year used in the calculation of basic earnings per share and B
diluted eamings per share . . 188,577,786 171,728,526

All options on issue during the year are considered potential ordinary shares and are therefore excluded from the weighted average number of ordinary
shares used in the calculation of basic eamnings per share.

All options on issue du ring the year are considered potential ordinary shares for the purposes of ca1cu|ating diluted eamings per share. Potential ordinary
shares that are not ditutive are excluded from the cafculation of weighted average number of ordinary shares and potential ordinary shares used in the

calculation of diluted eamings per share.
2006 2005
$000 $'000
Eamings used in the calcutation of basic earnings per share and diluted
eamings per ‘share mconciles to the net profitin the income statement as
follows:
Net loss S 22,717 37,724
Net loss used in the calculation of basic eamings per share and
diluted eamings per share S 2717 37,724
' 2006 2005
' Ne No.
The following potential ordinary shares are not dilutive and are therefore
excluded from the weighted average number of ordinary shares and
potential ordinary shares used in the calculation of diluted eamings per
share: :
Options ~ Ordinary shares 15,985,000 7,850,000
. |
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23

CONSOLIDATED ' COMPANY

2006 2005 2006 2005

$000 $'000 $'000 $'000
COMMITMENTS FOR EXPENDITURE . '

(a) Lease Commitments
Finance lease liabilities and non-cancellable operatmg lease comm:tments are dlsclosed in note 23 to the ﬁnanc;al statements.

{b}  Other Exnendfrure Commitments
Expenditure commitments refating to research projecl‘s

Not longer than 1year . oo . : 815 .- 824 . 567 266
Loriger than 4 year-and not fonger than 5 years ‘ . ) - 328 - -
Longer than 5 years ) . , N - . -
' B15 . 1,152 - 567 266

LEASES

Finance Leases

Leasing Amangements

Finance leases refate to motor vehicles with lease terms of 4 years. The consolidated entity has the option to purchase the vehicles for a nominal
amount at the conciusion of the Iease arrangements

Finance lease fiabilities o o ’

- Not later than 1 year - - : S C 37 B T 37 59
- Later than 1 year but not [ater than 5 years - .. 142 . 257 142 257
Minimum lease payments (i) - . - L T ' 79 - 0. 36 179. 316
Less future finance charges . 20 (46) - (21) {46)
Present value of minimum lease payments . 158 270 158 270
Included in the financial statements as: . . . : R - .-

Current borrowings (note 15) ‘ 27 SR | 7 S 41
Non-current borrowings (note 17) 131 29 13- 229

158 270 158 270

{i) Minimum future lease payments include the aggregate of all lease paymenis and any guaranteed residual

Operating Leases

Leasing Arrangements
The operating leases are non-cancellable operating leases over various items of office equipment and leases over officefwarehouse facility. The
Australian office lease is for three years with a further option periods of three years. The company's bankers issued a bank guarantee in favour of the
landlord which is secured by part of the cash on deposit. The operating lease contract contains & market review clause in the event that the company
exercises its option to renew. The company does not have an option to purchase any of the assets subject to an operating lease at the completion of
{he lease term.

CONSOLIDATED COMPANY
2006 2005 2006 2005
$'000 $'000 $'000 $'000
Non-cancellable operating leases.
- Not later than 1 year 260 480 186 372
- Later than 1 year but not later than 5 years 207 520 - 186
467 1,000 186 558
In respect of the non-cancellable operating leases for ofiice space the
following liabifities have been recognised:
Current pravisions (note 16)
Surplus lease space 41 98 41 98
Non-curent provisions (note 18)
Surplus lease space - 4 - 41
41 139 41 139
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24,

25.

CONTINGENT LIABILITIES

Royalfies:’

{a }Dunng 1994 Electrospect, Inc. (‘Electrospect”) (formerly Transmedica Intemational, Inc. which was acqutred by the company on 23 December 1999)
paid a hcensmg fee to Massachusetts General Hospital for a patent rights license agreement. The Ilcence fee, net of accumulated amortisation, is included
on the statement of financial position as patent costs. Under the terms of the agreement, Electrospect nc. will be required to pay additional royalties on
products sold which are covered by the patent right. The directors consider ihat no royalies are due and payable as at 30 June 2006. Such royalties are to
be computed at 5% of the net sales price in the case of products subject to exclusive licence and 2.5% for products nonexcluswety licensed and 1% of the
net sales price in the case of certain other products.

{b} On 14 June 2000, Norwood Abbey Limited entered info an agreement with University of Arkansas Medlcal Serwces (“UAMS") to amend the royalty
agreement between Electrospect, Inc. and UAMS dated 19 December 1934. This agreement prowdes for 2 maximum royalty at the rate of 2.5% of the net
sales of devices manufactured for the withdrawal of blood or the delivery of local topical anaesthesia usmg a laser device {capped at $1,000,000 per
annum). if a royalty is payable to a third party then the 2.5% rate shall be reduced by the percentage myalty payable to such a third party except that the
royalty rate payable to UAMS shall never be less than 1.0%. The directors consider that no royalties are due and payable as at 30 June 2006.

(c) On 17 June 2003, Norwood Immunclogy Limited entered into an agreement with Monash University. Under the tems of the agreement a royally is
payable to Monash.University on income, from commercial sales or sublicense payments received by Norwood Immunology Limited from the commercial
exploitation of the technology purchased from Monash University. The royalty rate varies between 7.5% and 3.5% depending on the number cof additional
licences payable to third parties.

{d) On 27 June 2003, Norwood Immunotogy Limited entered into an agreement with Associate Professor Richard Boyd. Under the tems of the agreement
a royalty of 2.5% is payable to Dr. Boyd and his laboratory on income from commercial sales or sub!ncense payments received by Norwood Immunology
Limited from the commercial exploitation of existing technology developed. In addition, Dr. Boyd and h1s laboratory are entitied to 7.5% of license fees,
royalties and milestone payments received by the company from the commercialisation of any new technology

(8) On 27 April 2004, Sightrate B.V. entered into an exclusive licence agreement with FOS Holdings S. A a Luxembourg oorporahon Under the terms of this
agreement a royalty of 10% is payable to FOS Holdings S.A., for a period of 20 years, on net sales from agreed products whose manufacture or sale is
covered by a valid patent claim in the country of manufacture or sale. In addition a royalty of 8% is payable for a period of 10 years on net sales of agreed
products whose manufacture or sale is not covered by a valid patent claim in the country of manufacture or sale.

{f) On 23 March 2006, Norwood EyeCare Pty Ltd. entered into an exclusive licence agreement with Tséue Engineering Refraction, Inc. an United States
corporatlon Under the terms of this agreement Norwood EyeCare Ply Ltd has licensed a portfolio of mlellecmal property and in retum for a royalty of 3.5%
is payable to Tissue Engineering Refraction, Inc., for a period of 15 years, on net sales from agreed products whose manufacture or sale is covered by a
valid patent ctaim in the country of manufacture or sale. 1

() Other royalty obligations are considered not to be material on the basis that such obtigations wil either have explred prior to the first commercial sale, are
capped at amounts which are not material or are predicated upon sales through particular distribution channels i in respect of which Norwood Abbey Lid has
no obllgatlon to sell.

Licence ggreements

{hyOn 22 Deoember 2000 the company entered into an agreement with Monash University for a worldwide exclusive licence to exploit technology licensed
from Manash University. This agreement has since been superseded by an agreement signed on 17 June 2003. Interms of this licence the company has
agreed to pay an amount up to a maximum of $650,000 contingent on mesting various regutatory approvals. Regulatory approvals are subject to
successful completion of clinical trials which are continuing. '

() On 27 April 2004, Sighirate B.V entered inte an exclusive licence agreement with FOS Holding S.A. a Luxembourg corporation. Under the terms of the
agreement Sightrate B.V. wilt pay FOS Holdings S.A. a non-refundable, non-creditable milestone paymenl of US$ 750,000. The timing of the payment is
dependent on reaching certain Net Sales targets. A second non-refundable, non-creditable milestone payment of US$ 750,000 is payable on the first
anniversary of the milestone listed above.

{HOn23 March 2006 Norwood Eyecare Pty Ltd entered into an exclusive licence agreement with Tissue Engineering Refraction, Inc. an United States
corporation. Under the terms of the agreement Norwood Eyecare Pty Ltd. will pay Tissue Engineering Refraction; Inc. a non-refundable, non-creditable
mitestone payment of US$ 200,000, The timing of the payment is dependent on reaching certain Net Sales targets.

SUBSEQUENT EVENTS

Since the end of the financial year the company has repaid $1,977 thousand (U5$1,500 thousand) in princip'al from the convertible notes entered into by the
company in April 2006 (note 15(j)). The aggregate outstanding after repayment is US$1,500 thousand.

On 8 August 2006 Norwood Abbey Limited disposed of 10,100 thousand Norwood immunalogy Limited shares for consideration of $4,245 thousand. The
book value of these shares was $1,352 thousand. Norwood Abbey Limited owned 75.55% of Norwood Immunology Limited immediately after completion of
this transaction.

On31 August 2006, Norwood Abbey Limited disposed of 31,395 thousand Nomwood Immunology Limited shares for an aggregate value of $9,275
thousand. Proceeds from the sale of these shares was used to discharge two convertible notes (note 17) The book value of these shares was $4,202
thousand. Norwood Abbey Limited owned 50.22% of Norwood Immunology Limited immediately after completion of this transaction. On 31 August 2006,
Mr. J. Bell, Mr. R. Zahn and Mr. R. Lewis resigned from the Norwood tmmunology Limited Board of dtrectors Upon completion of this fransaction Norwood
Abbey Limited continued to hold 62,219,264 shares (50.21%) in Norwood Immunology Limited. Norwood Abbey L[mlted representatives fill two of the five
Nerwood Immunology Limited board positions.

On 31 August 2008, Norwood Immunology Limited entered into a secured loan agreement to raise $1,000 thousand. The loan is repayab!e within 12
months and bears an interest rate of 12% St
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26.  SEGMENT INFORMATION

External Sales Inter-segment Other Total
Segment Revenues 2006 2005 2006 2005 2006 2005 2006 2005
$000 $000 $'000 $'000 $'000 —_§'000 $000 $000
Devices Division 687 2,196 - - - 687 2,196
Immunciogy Division oL . . . . . .
Other - - - - . - .
Total of all segments 687 2196 - . . 687 2,196
Eliminations . .
Unallocated {158) 1,568
Consolidated 529 3,764
Segment results 2006 2005
: $'000 $000
Devices Division (8,870) {21.632)
Immunology Division (7,055) (9,608)
Total of all segments (16,925) (31,150)
Efiminations - §00
Unallecated ) (7,802) . (8,012)
Loss from ordinary activities before income tax expense (23,727 (38,652)
Income tax expense relating to ordinary activities - -
Loss from ordinary activities after related income tax expense (23,727} {38,652)
Net Loss B {23,727) (38,652)
: Assets ' Liabilities
Segment assets and liabilities 2006 2005 2006 2005
$'000 $'000 $000 $'000
Devices Division 14775 . 16,320 Y 2820 .. 7,676
immunology Division . 5378 11,593 7 2236 . - 1446
Other - .- o - -
Tolal of all segments 20,153 27913 5,056 9122
Eliminations - . - - -
Unallocated 640 1,921 15,234 1,136
Consolidated 20,793 20834 20,290 10,258
Devices Division ' Immunology Division
Other segment information . 2006 2005 2006 2005
§'000 $'000 $'000 $'000
Acquisition of segment assets Al 1,115 1,225 497
Depreciation and amortisation of segment assets 448 1,493 28 13
Impairment of inventory 1,526 594 - .
Impaiment of investments - - 811 -
Impaiment of development cost - 1315 - 6,116
Impaiment of capitalised patent costs 6.459 - -
Geographical Segment Information Revenue from External Segment Assets Acquisition of seqment
Customers Assets
Geographical Segment 2006 2005 2006 2005 2006 2005
$'000 $000 §$:000 $000 $°000 $000
Asia - 442 - 16 - -
North America 259 407 5444 3,166 423 2
Australia 0 60 2,493 11,545 12 894
Europe 101 1,053 12,805 11,633 1,512 -
Middle East ] 234 - 85 - -
Unallocated 157 - 51 3289 - 497
Consolidated 637 2,196 20,793 29,834 1,947 1,612
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(c)

Fif

(@)

(b}

Finance _f:acilities

NOTES TO THE CASH FLOW STATEMENT

Reconciliation of cash

For the purposes of the siatement of cash flows, cash includes cash an hand
and in banks. Cash at the end of the financfal year as shown in the cash flow
staterment of cash flows is reconciled to the related items in the balance sheet

as follows:
Cash

Reconciliation of loss from ordinary activities after related income tax to

net cash flows from operating activities

Loss from ordinary activities after related income tax
Depreciation and amortisation of non-cument assets
Unrealised foreign exchange loss/{gain)

Equity setled share based payments

{Gain)/Loss on disposal of non-current assets
Impairment of capitalised patent costs

Impairment of inventory

Impairment of investments

Impairment of investments in subsidiaries

* Impairment of development costs

Impairment of receivables
Impairment of non-current assets T

Changes i in net assets and liabilities, net of the effects of purchase of
subsidianies:

{increase)/decrease in current receivables

{Increase)decrease in cumrent inventories

(Increase)decrease in cument prepayments

Increasef{decrease) in cumrent payables

Increasef{decrease) in provisions

Net cash used in operating activities

Lease finance facility, reviewed annually
- amount used
- amount unused

Equity line facility
- amount used
amount unused

CONSOLIDATED COMPANY
2006 " 2005 2006 2005
$'000 -$'000 $'000 $'000
689 7,862 377 905
23727 | (38652 (32,543) (24948) -
476 1,712 236 378
(925) (764) (943) 831
750 26 750 ) 26
U "{5) . {5
: 6,459 : 1,654
. 1,526 . 724 237 594
811 . i i i
- . - 5,458 .
- 13431 - 11,694
- - 17,662 523
150 - 150 -
640 15 1,399) (647)
25 (120) 4 (59)
2 (245) (255) (144)
2353 ' (5,570) 2,823 {2,903}
282 268 304 184
{17,576} (22,021) (7.482) {(12.822)
|
158 270 158 270
192 ] 80 192 80
350 | 350 350 350
20,000 20,000 20,000 20,000
20,000 | -20,000 20,000 20,000

The company currently has a $20 million equity facility with Global Emenging Markets Inc. expiring in April 2008. TJus facility allows the company to draw down funds
during the period of the facility. The total amount of funds available at any one draw down is dependent on trading \ volumes of NAL shares. Based on hisloric
average trading volumes, funding of approximately $500,000 to $1m is likely to be available during the 2007 financial year |f required to supplement the other funding

options.
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28. SUBSIDIARIES

Name of Entity Country Of Ownership Interest
. : Incorporation 2006 2005
Yo %

Parent Entity
Norwood Abbey Limited (i} Australia
Subsidiaries . .
Norwood Immunology Ltd (fi) Australia 83.70 83.70
Norwood Immunology, Inc. USA 100 100
Norwood Devices Pty Ltd (iii) Australia 100 100

Controfied Entity

Norwood EyeCare Pty Ltd (i) - Australia 95 100
Norwood Abbey, Inc. USA, 100 100
Eliza, Inc. U.SA. 100 - 100
Electrospect, Inc. USA 100 100
Sightrate B.V. Netherlands 100 100
Spectral BioSystems, Inc. : USA. 100 100
Norwood Lasers UK. . UK. 100 100

{i) Norwood Abbey Limited is the head entity within the tax-consolidated group.

{ii) Subsequent to balance date Norwood Abbey Limited sold 41,495 thousand shares in Norwood Immunology and reduced it's holding to
50.2%. Concurrently, three Norwood Abbey Limited representatives resigned from the board of directors of Norwood Immunclogy Limited.
Norwood Abbey Limited currently has two representatives of the five member board of Norwoed Immunology Limited. ™

(iii) This company is a member of the tax-consalidated group.

29 FINANCIAL INSTRUMENTS

a)

b)

c)

d)

e}

Significant Accounting Policies

Details of significant accounting policies and methods adopted, including the criteria for recognition, the basis of measurement and the basis on
which revenues and expenses are recognised, in respect of each class of financial asset, financial iiability and equity instrument are disclosed in nete
1 fo the financial statements.

Credit Risk Management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the consolidated entity. The
consolidated entity has adopted the policy of only dealing with creditworthy counterparties. The consolidated entity measures credit risk on a fair
value basis. : T

The consolidated entity does not have any significant credit risk exposure to any single counterparty or any group of counterparties having similar

_characteristics.

The camying amount of financial assets recorded in the financial statements, net of any provisions for losses, represents the company’s maximum
expesure to credit risk without taking account of the value of any collateral or other security obtained.

Fair Value of Financial Instruments

The camying amount of financial assets and financial liabilities recarded in the financial statements represents their respective fair values,
determined in accordance with the accounting policies disclosed in note 1 to the financial staterents, with the exception of the investment held by
the company in Nerwood Immunology Limited which is valued at cost, refer nofe 10.

Foreign Currency Risk Management

Since a proportion of the consolidated entity’s operating expenditure is incurred in US dollars and British pounds, the consolidated entity is
vulnerable to exchange rate fluctuations between the US dollar and British pound, and the Australian dollar. The company currently does not hedge
against this exposure.

Fair Value of Call Option and Investment

The call option purchased during the year by Norwood Immunology Ltd to purchase the outstanding capital in Bestowit Hoidings has not been
valued as there is not sufficient certainty that the consolidated entity will exercise the option which expires on 31 December 2006.

The carrying value of the investment in Bestowil Holdings in the consolidated financial staternents has been impaired to NIL (cost : $811 thousand) .
There is insufficient evidence to be able to justify carrying the investment
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29, FINANCIAL INSTRUMENTS {continued)

’

30. RELATED PARTY DISCLOSURES
' a) . Equ;ty Interests in Subsidiaries

Details of the percentage of ordinary shares held in controlled entities are dasdosed in note 28

b) Key Management Personnel Remuneration

Details of key management personnel remuneration are disclosed in note 4 to the financial statements.

to the financial statements.

|
" f) Interest Rate Risk |
The following table details the consofidated entity's exposure to interest rate risk as at 30 June 2006.
' Fixed Interest Rate Maturity
Average Variable Less 1to5 " More Non- Total
Interest Interest . than1. Years . -than Interest
Rate Rate Year 5Years Bearing

2006 % £'000 $'000 $000 -$'000 $000 $o0d
Financial Assets . :
Cash 4. 689 - - - 689
Receivables - - - - - 4 84
Other - - . . - - 685 685
: 689 - | - - 769 1,458
Financial Liabifities ; .
Accounts payable - 28 ) - . - 3,798 3825
Finance lease T - 27 13 - - 158
Employee benefits - - - ' - ’ - 513 513
Notes Payable {note 15 (i}) 14 . 344 - - - KELY]
Noles Payable (nole 17 (i}) 4 - - 11,949 - - 11,949
' " 28 3,468 12,080" - - 4,311 19,886
2005 | ’
Financial Assets " '
Cash T 5 7,862 - - - - 7.862
Receivables - - R - . - 725 725
Other - - . - - . - 714 714
7,862 ; - 1,439 9,301
Financial Liabilities
Accounts payable - KX] - - 2,628 2,661
Finance lease 7 - 41 229 - - 270
Employee benefits - . - - - 495 495
Notes Payable (note 15 (i)} 5 - 6,562 - - 6,562

: . 33 - 6,603 229 3123 9,988
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30. RELATED PARTY DISCLOSURES {continued)

¢)  KeyManagement Personnel Equity Holdings

Ordinary shares ]
Balance @ Granted as Received on Net Other Balance @ Balance Issuing
1 July 2005 remuneration." exercise of change 30 June 2006 held Entity
options nominally (i}
No. No. No.
Directors ‘
P.J. Hansen 21,310,000 - 21,310,000 - NAL
R.S. Lewis 1,660,000 - - - 1,660,000 - NAL
E.H.S. Wyatt - - - - - -
R.W. Zahn - - - - - -
LW, Hunter - - - - - -
Executives
B. Romanin (i) 28,000 - - (28,000 - - NAL
R.G. Walmsley (ii) 850,000 - - {850,000% - - NAL
J.H. Bell 38,500 - - 38,500 - NAL
23,886,500 {878,600} 23,008,500 -
R.F. Williams 197,368 - - 197,368 - NIM
R. Scarrolt 26,316 - - - 26,316 - NiM .
223,684 - - - 223,684 -
Balance @ “Granted as | " Received on Net Other Balance @ Balance Issuing
1July 2004 | remuneration | exerciseof | - change 30 June 2005 held Entity
‘ ‘ options nominally B )]
No. No. No.
Dirgctors
P.J. Hansen 21,310,000 21,310,000 - NAL
R.S. Lewis 1,660,000 - 1 - 1,660,000 - NAL
E.H.S. Wyatt - - - - - -
RW. Zahn - - - - - -
LW, Hunter - - - - -
Executives
B. Romanin (i) 28,000 - - - 28,000 | - NAL
R.G. Walmsley (i) 850,000 - - - 850,000 - NAL
J.H. Bell 38,500 - - 38,500 - NAL
23,886,500 - - 23,886,500 -
R.F. Williams 197,368 - - 197,368 - NIM
R. Scarrott 26,316 - 26,316 - NIM
223,684 - - 223,684 -

{i} ssuing entity — Norwood Abbey Limited {NAL) and Norwood Immunclogy Limited {NIM).
(i) This specified directorfexecutive resigned during the period and accordingly the closing balance for the director/executive has been shown as nil
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

30.  RELATED PARTY DISCLOSURES (continued) ~ ’
c) Key Management Personnel Equity Holdings l

\

|

Share Options - : ’ :
) : Bal @ Granted | Exercised Other Ba@ .| Bal Vested but | Vested Options | Issuing
1 July EE I E ' change 0June | Vested || not and vested Entity
2005 remun ‘ 00 [ @ exercise- | exercise | duringthe ]
-| eration S 0June || ' able -able year
o - 2006 .
: No. No. No. No. No. No. . No. No. No.
Directors ' : . '
P.J. Hansen - - - - - - -l - - -
D.M. Ryan . - - - - : - -1 - - -
R.S. Lewis [ - - - - : - -] - - -
J.E. Jefferis ' - -0 - - - - - - -
EHS Wyat ¢ 50,000 - S - - |- 50,000 50,000 - 50,000 - | NAL
RW. Zahn ‘ 50,000 N - 50,000 50,000 ; - | 50,000 - | NAL
LW, Hunter ' 550,000 | 500,000 - 4 (1,000,000} | - .50,000- 50,0004 - | 50,000 - | NAL
650,000 | 500,000 |- - - [ {1,000,000) 150,000 150,000 | - | 150,000 -
Executives - : i '
8. Romanin 750,000 - - | (750,000) - . - - - - | NAL
R.G. Walmsley - - - e - - - - - | NAL
J.H. Bel 250,000 - - | (250,000) - - .- - - | NAL
1000000 | - "= | (1,000,000) . -l - - -
R.F. Williams 4,658,684 - - - | 4,658,684 [ 4,658,684 - - - | NIM
R. Scarrott 903,159 - @ - - 903,159 |- 803,159 . - - | NM
5,561,843 | 500,000 - | (2,000,000) | 5711843 | 5,711,843 - - -
Bal@ Granted | Exercised Other Bal @ Bal . Vestedbut | Vested Options | Issuing
1 July as - change 30 June Vested . not and vested Entity
2004 remun- ) 2005 @ exercise- | exercise | during the i)
eration _ 30 June , ahble -able year
2005
No. No. No. No. No. No. No: No. No.
Directors ]
P.J. Hansen ; - - - - - - i P - - -
D.M. Ryan ] - - - - - - | - - -
R.S. Lewis - - - - - ol | - - -
J.E. Jefferis . - - - - - =l - - -
EH.S. Wyatt ; - 50,000 - - 50,000 50,000 || - 50,000 50,000 [ NAL
R.W. Zahn " - | - 50,000 - - 50,000 50,000 || - 50,000 50,000 | NAL
1.W. Hunter - - | 550,000 - - 550,000 550,000 || - | 550,000 550,000 | NAL
- | 650,000 - - 650,000 650,000 | - | 650,000 650,000
Executives : | 7
B. Romanin 1,020,500 - - | (270,500) 750,000 750,000 [I 750,000 - - | NAL
RG. Walmsley |° 275,600 - - {275,600 . -1 - - - 1 NAL
J.H. Bell 496,200 - - (246,200} 250,000 250,000 |, 250,000 - - | NAL
. 1,792,300 - - | (792300) | 1,000,000 | 1,000,000 §! 1,000,000 - -
R.F. Williams ;. 5,746,052 - - | (1,087,368) | 4,658,684 | 4658684 || - - - | NIM
R. Scarrott Lo 39,474 . - | (863,685) 903,159 903,159 | 1 .- - - | NIM
. 5,785,526 - - | {223683) | 5561843 [ 5561843 || - - -
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

30.

RELATED PARTY DISCL.OSURES {continued)

¢

CONSOLIDATED COMPANY
2006 2005 2006 2005
$ $ $ $
Other transactions with key management personnel i
The operating foss before income fax includes the fo[iowing
items of expense that resulted from transactions with directors
or their director-related enfities: ‘
Consultancy fees 90,469 129,214 90,469 129,216

During the financial year, Prof. |.W. Hunter, provided consuttancy services to the company totalling $80,129 {2005:$107 456). Prof 1. W.
Hunter receives a monthly retainer for providing services as a member of the Scientific Advisory Board.

During the financial year, Lewis Trende, a firm associated with Mr. R.S. Lewis, provided corporate consultancy services to the company '
totalling $10,340 {2005:$21,760). Services are provided on an ad hoc basis and charged at commercial hours rates. There is no formal
contract in place.

Transactions Within the Wholly-Owned Group

The wholly owned group includes:
» the ultimate parent entity; and
o the wholly-owned controlled entifies.

Amounts receivable from entiies in the wholly-owned group are disclosed in note 10 to the financial statements.

During the financial year the ultimate parent entity provided administration services to Norwood Immunology Limited for a total fee of $490 000
(2005 ; $600,000). Interest is charged on the outstanding balance at the 90 day bank bill rate.

During the financial year the ultimate parent entity provided administration services to all other entities in the wholly-group for no chargé.

Parent Entity

The ultimate Australian parent entity and ultimate parent enfity in the consolidated entity and the wholly-owned group is Norwood Abbey
Limited.

NORWOQOD ABBEY LTD annual reporl 2006 50




FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

31. IMPACTS OF THE ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING STANDARDS

; Consolidated - ' Company
Effect of A-IFRS on the balance Super- Effect of Super-‘ Effect of
sheet as at 1 July 2004 seded transition seded transition
; policies* to A-lFRS AIFRS policies*  to A-IFRS A-FRS
\ Note $'000 $'000 $'000 | $'000 $'000 $:000
Current assets . . 1 | .
Cash and cash equivalents 23,294 - 23204 11,865 ' Co- 11,865
Trade and other receivables 1,570 - 1,570 b4 - 140
Inventories " 3,106 - 3106 974 - 974
Current tax asse_is - - - C 181 - 181
Other . " 469 e 0 489 - ) - - -
Total current assets ' 28438 C 28439 i 13,160 - 13,160
Non-current assets 7 -
Other financial assets 6. - & | 2974 - 2974
Plant and equipment d 1,281 - 1,291 1,012 - 1,012
Deferred tax assets - - - - - -
Other intangible assets 23,907 - 23907 | 2028 - 2,025
Other b 23,395 {12,270) 11,125 i 19016 - (7,891) 11,125
Total non-current assets 48,599 {12,270) 36,329 | 51,827 (7.831) 43,936
Total assets . 77,038 {12,270) 64,768 | 64987 {7,881 57,085
Current liabilities : T
Trade and other payables 5,642 - 5642 2,885 S 2,885
Bomowings 3 o 7208 - 7,28 55 - 55
Current tax payables ] - - - _ - - -
Provisions . 358 - . 358 o310 - 310
Total current liabilities 13,298 - 13,298 3,250° - 3,250
Non-current liabilities ' ' ’ -
Boowings 5,881 - 5881 3,364 - 3,364
Deferred tax liabilifies - - - - - -
Provisions ; 139 - 139 139 - 139
Total non-current liabilities 6,020 - 6,020 3,503 -‘ - 3,503
Total liabilities 19,318 - 19,318 6,753 - 6,753
Net assets 57,720  (12,270) 45 450 58,234 (7.891) 50,343
Equity ' f
Share capital 95,725 (10,074) 85,651 85,651 - 85,651
Reserves ‘ e (57) 10430 10373 - 356 356
Accumulated losses g (42,283)  (12626)  (54.909) (27.417) (8,247)  (35,664)
Parent entity interesl 53,385 {12,270 41,115 58,234 {7.891) 50,343
Mincrity interest ‘ 4,335 4,335 - - -
Total equity - 57,720 (12,270) 45450 58,234 ° (7.891) 50,343

* Reported financial“ position as at year ended 30 June 2004.
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

3. IMPACTS OF THE ADOPTION OF AUSTRALIAN EQUIVALENTS TQ INTERNATIONAL FINANCIAL REPORTING STANDARDS (continued)

Effect of A-FRS on the income statement for the financial year ended 30 June 2005.

Consolidated . Company
Super- - Effectof Super- Effect of
seded transition : seded transition
policies*  toA-IFRS  A-FRS policies*  to A-IFRS  A-FRS
Note $000 $000 $'000 $'000 $'000 $'000

Revenue 2,196 - 2,186 58 - 58
Cost of sales : - (1,042) - (1,042) (24) - (24)
Gross profit 1,154 - 1,154 M - H
Other income 1,595 - 1,595 192 - 192 .
Distribution expenses (4.641) . (4,641) (2,398) - (2,398)
Marketing expenses (3,241} - (3,241) (1,272) - (1,272
Occupancy expenses (387) - - (387) (363) - . {(363)
Administration expenses (12,184} 183 {12,001) (5,828) {26) {5,854)
Finance costs (421) - (421} {18} - {18
Impairment of inventory . {724) - (724) {594) - {594)
Write down of research and '
development costs {25701y 12,270 (13,431) {19,585) 7,891 {11,694)
Write down of patent costs (6459) - 6.459) (1,654) - {1,654)
QOther expenses (96) - (96) (1,327) - {1,327)
Profit before income tax 'expense {51,105) 12453 (38,652) (32,813 7,865 {24,948)
Income tax expense’ - - - - -
Profit for the period {51,105) 12453 (38,652) (32,813) 7,865 {24,948)
Profit attributable to minority interest 1,566 (638) 928 - - -
Profit attributable to members of the ' ' -
parent entity . {49,539) 11,815 (37,724) (32,813) 7865 O (24,948)

*  Reported financial results under previous Australian GAAP.
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FUR THE FINANGIAL YEAR ENDED U JUNE 2000

3. IMPACTS OF THE ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL

REPO

Effect of A-IFRS on the balance sheet as at 30 June 2005

RTING STANDARDS (continued)

Consolidated Company
Effect of I Super- Effect of
Sl._lpe|r-§eded transition to - \ sngd transition
policies* A-IFRS - AIFRS policies* to A-IFRS A-FRS
‘  §000 $'000 " $'000 \ $oo0 $000 . $'000

Current assets ' \

Cash and cash equivalents 7,862 7,862 805 905

Trade & other receivables 725 125 787 787

Inventories 2632 2,632 525 8§25

Current tax assets - - . -

Other 714 714 240 - 240

Total current assets 11,933 - 11,933 2,457 - 2,457

Non-current assets l

Other financial assets 8 6 | 40,886 40,886

Property, plant and equipment 1,266 1,268 1 932 932

Deferred tax assets f . . . i . -

Other intangivle assets c 19,224 (2,592) 16,629 ' . -

Other - o -

Total non-current assets 20,493 {2,592) 17,901 ‘ 41,818 - 41,818

Total assets | 32426 {2,582) 29834 44,275 - 44,275

Current liabilities

Trade & other payables 2661 . 2,661 1,001 1,091

Borrowings’ 6,603 6603 41 4

Current tax payables - - | - -

Provisions | 477 177 464 464
* Total current liabilities 9,741 9,741 1,596 1,596

Non-current fiabilities L

Borowings 229 229 £ 3,332 3,332

Deferred tax liabilities f - - . -

Provisions 288 268 169 169

Total non-current liabilities 517 . 517 3,501 3,501

Total liabilities - 10,258 10,258 - 5,097 - 5,097

Net assets 22,168 (2,592) 19,576 39,178 - 39,178

Equity '

Share capital 110,948 {11,540 99,408 99,408 99,408

Reserves ace - 9,095 9,085 ’ - 383 383

Accumulated loss g {90,434) (3) {90,437) (6&),230) (383) (60,613)

Parent entity interest 20,514 (2,448) 18,066 39,178 ; 30,178

Minority interest 1,654 (144) 1,510 -

Total equity 22,168 (2,592) 19,576 39,178 . 39,178

*  Reported ﬁnéhcial position under previous Australian GAAP.
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FUR THE FINANLIAL TEAR ENUED U JUNE £UUD
31. IMPACTS OF THE ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING STANDARDS (continued)

Effect of A-IFRS on the cash flow statement for the financial year ended 30 June 2005

There are no material differences between the cash flow statement presented under A-IFRS and the cash flow statement presented under the
superseded policies.

Notes to the reconciliations of income and equity

(a) Revenue .
Under superseded policies, the consolidated entity recognised the gain or loss on disposal of plant and equipment on a ‘grass’ basis by
recegnising the proceeds from sale as revenue, and the carrying amount of the plant and equipment disposed as an expense. Under A-IFRS,
the gain or loss on disposal is recognised on a net’ basis, and is classified as fncome, rather than revenue. Accordingly, the ‘gross’ amounts
have been reclassified within the income statement for A-IFRS reporting purposes.

{b) Research costs
For the financial year ended 30 June 2005, the loss for the period is reduced by $12,270,000 in the consolidated entity (Company:
$7,891,000) as a result of the derecognition of research costs on transition.

()  Goodwil
Under A-IFRS goodwill arising on the purchase of additional securities in a controlled entity in the year ended 30 June 2005 is nol recognised
as goodwill but rather a reduction in equity. The goodwill balance of $2,802,000 previously recognised as an asset is now recognised as a
reduction in equity.
The consolidated entity has elected not to restate business combinations that occumed prior to the date of transition to A-IFRS, and
accordingly, the carrying amount of goodwill at the date of transition has not changed.
Goodwill is not subject to amortisation, but must be tested for impairment annually and whenever there is an indication that goodwill may be
impaired. As a result an adjustment to reduce the amontisation expense by $210.000 for the financial year ended 30 June 2005 is required

(d)  Plant and equipment
The consolidated enlity elected to measure plant and equipment other than equipment under finance leases on transition to A-IFRS at cost

as the cost under previous GAAP was compliant with A-IFRS.

(e)  Share-based payments
On transition to A-FRS and for the financial year ended 30 June 2005, share-based paymenls of $356 000 and 527 000. (lnc!uded in

‘employee benefit expenses') which were not recognised under the superseded policies were recognised under A-IFRS, with a corresponding
increase in the equity-settled benefits reserve. '
These adjustments had no matetial tax or deferred tax consequences.

) Income tax
Under superseded policies, the consolidated entity adopted tax-effect accounting principles whereby income tax expense was calculated on
pre-tax accounting profits after adjustment for permanent differences. The tax-effect of timing differences, which occur when items were
included or allowed for income tax purposes in a period different to that for accounting were recognised at current taxation rates as defered
tax assets and deferred tax liabilities, as applicable. .

Under A-IFRS, deferred tax is determined using the balance sheet liability method in respect of temporary differences arising from
differences between the carrying amount of assets and liabilities in the financial statements and their corresponding tax bases.

A deferred tax asset shall be recognised for the carry forward of unused tax losses to the extent that it is probable that future taxable proﬁl
will be available against which the unused tax losses can be utifised.

As itis currently not probable that the entity will generate taxable profits to offset against unused tax losses, no deferred tax asset has been
recognised.

{g)  Accumulated Loss
The effect of the above adjustments on accumulated losses is as follows:

Consolidated Company
1.Jul 04 30 Jun 05 1 Jul 04 30 Jun 05
$'000 $'000 $'000 $'000

Goodwill no longer amortised - 210 -
Share of losses assumed by minority interest - 170 - -
Expensing share-based payments (356) (383) (356) (383)
Research costs (12,270) - (7,892) -
Tolal adjustment to accurmulated loss {12,626} (3 {8,248) {383)
Attributable to members of the parent entity {12,626) (3) {8,248) (383)
Attributable to minority interests - - - -

{12,626) (3) {8,248) (383)
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{AS AT 31 AUGUST 2006}
;

Fully Paid Oraiﬁanr Shares
"

:
I

Allissued ordinary shares camry one vote per shars.

e 191,416,142 fully paid ordinary shares are held by 3,815 indvidual shareholders.

Options -
. 15,985,000 options are held by 13 individual option holders. Ly
. Co
Options do not cary a right to vote, o
! 1
¢ . |
Distribution Of Holders Of Equity Securities
. Fully Paid Options - \
\ Ordinary Shares
) !
1: - 10,000 2,697 |
10,001 - 20,000 .490. . .- '
20,001 - 50,000 398 3 ,
50,001 - - 5,999,999,999 230 " 10
3815 13 |
.o o
Substantial Shareholders ! .
i o
] Fully Pai¢ |
Lo v y : ,
Ordinary Shareholders Number ' Percentage
ANZ NOMINEES LIMITED 21,199,948 "11.08%
WESTPAC CUSTODIAN NOMINEES LIMlTED 20,360,682 i 10.64%
; BARLOMA NOMINEES PTY LTD - : 18,200,000 L 951%
: HSBC CUSTODY NOMINEES {AUSTRALIA) LIMITED- GSI o
ECSA 15,768,013 i 8.24%
J Pi,MORGAN NOMINEES AUSTRALIA LIMITED 13,747,028 ' 7.18%
! 89,275,671 ‘ 46.65%

Fully p'faid ordinary shares carry one vole per share and carry the right to dividends.

NORWQQD ABBEY LTD annual réporl 2066 55




(AS AT 31 AUGUST 2006)

Twenty Largest Holders Of Quoted Equity Securities

Fully Paid
Ordinary Shareholders Number Percentage
ANZ NOMINEES LIMITED 21,199,948 11.08%
WESTPAC CUSTODIAN NOMINEES LIMITED 20,360,682 10.64%
BARLOMA NOMINEES PTY LTD 18,200,000 9.51%
HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED-GSI ECSA 15,768,013 8.24%
_JP MORGAN NOMINEES AUSTRALIA LIMITED 13,747,028 - 1.18%
BEVILLES EXECUTIVES SUPER FUND PTY LTD 9,450,730 4.94%
CIBA VISION AG 3,705,882 1.94%
LINK TRADERS (AUST) PTY LTD 3,000,000 1.57%
CITICORP NOMINEES PTY LIMITED 2,845,160 1.49%
INDIRA ENTERPRISES PTY LTD 2,529,890 1.32%
ROXTRUS PTY LTD 2,450,000 1.268%
CIBA VISION AG 2,333,333 1.22%
MR PETER J HANSEN 2,260,000 1.18%
PINTAPTYLTD 2,208,518 1.15%
TAP PHARMACEUTICAL PRODUCTS INC 1,544 471 0.86%
DORVELL PTY LTD 1,592,747 0.83%
MR DEREK MAXWELL RYAN 1,000,000 0.52%
MR CHRISTOPHER BROOKS, MR STEPHEN BROOKS 950,000 0.50%
LABARGE INCORPORATED 940,000 0.49%
NORITAPTY LTD 900,000 0.47%
127,086,402 65.20
Company Secretary
Mr JH. Bell
Principal Registered Office Principal Administration Office Share Registry
Level 16 Computershare Investor Services Pty Limited
525 Collins Street 63 Wells Road Yarra Falls -
MELBOURNE WVIC 3000 CHELSEA HEIGHTS VICTORIA 3196 452 Johnston Street
Tel: (03) 8608 2000 Tel: (03)9782 7333 ABBOTSFORD VIC 3067
. Tel: (03) 9415 5000
Stock Exchange Listings

Norwood Abbey Limited's ordinary shares are quoled by the Australian Stock Exchange Limited.
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NORWOOD ABBEY LIMITED | , !

CORPORATE GOVERNANCE STATEMENT

|

The directors are responsible for the corporate governance practices of the company. Thrs statement sets out the main corporate
governance practices that were in operation throughout the financial year, except where othenmse stated.

The Board believes that Norwood Abbey’s policies and practices comply in all substantial reepects with the ASX Corporate
Governance Council Principles of Good Corporate Governance. Where the Company's oorporate governance practices do not

correlate with the practices recommended by the Council, the departure is primarily due to the size of the Company and the nature
and operational history of the Company. ‘

The Board of Directors b

The Board carries out its responsibilities according to the following mandate:

» the Board should comprise a majority of non-executive directors;

s the directors should possess a broad range of skills, qualifications and experience;
s the Board should meet on a regular basis; and
L J

gll available information in connection with items to be discussed at a meeting of the Board stall be provided to each director
prior to that meeting. =

On the day the directors’ report is made out, the Board consisted of one executive director and three non-executive directors. Details
of the dtrectors are set out in the directors’ report: |

The primary respensibilities of the Board include:
¢ the approval of the annual and half-year financial report;
»  the establishment of long term goals of the company and strategic plans to achieve those goals

. the review and adoplion of annual budgets for the financial performance of the compan'y and momtonng the results on a
monthly basis; and

«  ensuring that the company has implemented adequate systems of intemal controls together mth appropriate monitoring of
oompllanoe activities.

Independent Professional Advice |

With the pnor approval of the Chairman, each director has the right to seek independent legal and other professional advice al the

company's expense concerning any aspect of the company’s operations or undertakings in order to fuffil their duties and
responsibilities as directors.

Nominetion Committee

The Board has established a nomination committee consisting of the following directors:
¢  Mr. P.J. Hansen {(Executive - Chairman)

Mr.R.S. Lewis

Mrs. E.H.S. Wyatt !
Mr. RW, Zahn

|
The nomination commitee reviews the composition of the Board on an annual basis and makes recommendations to the Board,
where considered necessary, to ensure that the Board comprises a majority of non-executive dlrectors with an appropriate mix of

skilis and experience. Where necessary, the committee seeks the advice of extemnal advisers in connection with suitability of
applicants for Board membership.




NORWOOD ABBEY LIMITED

CORPORATE GOVERNANCE STATEMENT
{continued)

Nomination Committee (cont'd)

The terms and conditions of the appointment of non-executive directors are setoutina formal letter of appeintment which deals w1th
the following matters: '

4

duration of appointment (subject to approvél of shareholders);

L J

s remuneration;

»  expectations concerning preparation and aftendance at Board meetings;

o conflict resolution; and _ )

o theright to seek independent legal and professional advice (Subjéct to the prior approval of the Chairman).
Remuneration Committee - '

The Board has estabhshed a remuneratron oommlttee consisting of the followmg norrexecuuve dlrectors

¢ M. RW. Zahn (Chalrman)

o M. RS Lewis

o MsEHS Wyattt - - - " ' -
The remuneration committee reviews the remuneration policies applicable to all directors and executive officers on an annual basis
and makes recommendations on remuneration packages and terms of employment to the Board. Remuneration packages, which
consist of base salary, fringe benefits, incentive schemes {including performance-related bonuses), superannuation, and
entilements upon rehrement or termination, are reviewed mth due regard to performanoe and olher relevant factors:

Particulars concerning directors’ and executives’ remunerahon and the oompany s executive and emp|oyee share optlon plan are set
out in notes 4 and 5 to the financial statements. e :

Audit Committee

The Board has established an audit committee consisting of four directors, three of whom are non-execullve d1rectors The current
members of the audit committee are:

Mr. R.S. Lewis (Chairman)
Mr. RW. Zahn

Mrs. E.H.8. Wyatt

Mr. P.J. Hansen (Executive)

The audit committee provides a forum for the effective communication between the Board and external auditors. The audit
committee reviews:

» the annual and half-year financial report prior to their approvai by the Board;
o the effectiveness of management information systems and systems of internal control, and
« the efficiency and effectiveness of the external audit function, including reviewing the annual audit plan.
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NORWOOD ABBEY LIMITED

CORPORATE GOVERNANCE STATEMENT
(continued)

Audit_ Committee (cont'd)

The audit committee generally invites the Chief Operating Officer and the external auditoré to attend audit committes meetings. The

audit committee also meets with and receives regular reperts from the extemal auditors concernmg any matters which arise in
connéction with the performanca of their respective roles, including the adequacy of internal controls.

L]

Risk tManagement

The Board is responsble for the company’s system of internal controls. The Board constantly monrtors the operational and financial
aspects of the company's activities and, through the audit commitiee, the Board considers the reoommendahons and advice of
external auditors and other external advisers on the operational and financial risks that face the oompany

l
The Board ensures that recommendations made by the extemal auditors and other. external advnsers are investigated and, where

considered necessary, appropriate action is taken to ensure that the company has an approprlate internal control environment in
place to manage the key risks identified. |

in addition, the Board investigates ways of enhancing existing risk management strategies,'l including appropriate segregation of
duties and the employment and training of suitably qualified and experenced personnel.

Code of Conduct

As part of the Bnrd S commltmenl to the hlghest slandard of oonducl the oompany adopts a code of conduct to guide executives,
management and employees in carrymg out thelr duties and responsnb|llt|es The code of conduct covers such matters as:

responsabll:tles to shareholders

compliance with laws and regulations;

relations with customers and suppliers;

ethical responsibilities;

employment practices; and

responsibilities to the environment and the community.




NORWOOD ABBEY LIMITED

DIRECTORS' REPORT

The directors of Norwood Abbey Limited submit herewith the annual financial report for the financial year ended 30 June 2006. In
order to comply with the provisions of the Corporations Act 2001, the directors report as follows: Lo

Directors o _
The names and particulars of the directors of the company during or since the end of the financial year are:

Name . ~ Particulars . . .
Mr.P.J. Hansen Executive Chairman, aged 61 joined the Board in 1939.
Mr. R.S. Lewis Aged 59, joined the Board in 1999 in a non-executive capacity. During the year, Mr. Lewis
.. was formally appointed Lead Qutside Direclor by the board on appomtment of the non-
. - executive directors. - .
Mrs. E.H.S. Wyatt Aged 59, joined the Board in 2004 in @ non- exewtwe mpacaty
Mr. RW. Zahn Aged 55, joined the Board in 2004 in a non-executive capacity.
Prof. |. W. Hunter - Aged 53, joined the Board in 2004 in a non-exscutive capacity, resigned 21 August 2006

Mr Peter J. Hansen B. Ec.. (Hons)
Executive Chairman, Member of Remuneratfon Nommatlon and Audit Commrttees

Mr. Hansen has more than 30 years experience in product development and manufacturing Operatlons in medlcal electronic'and
optical businesses. Prior to establishing Norwood, Mr. Hansen was Managing Director of a family group of companies involved in
the manufacture and marketing of patented optical products. From 1970 to 1986 he was founder and Managing Director of The
Valet Group. In this role he established an electronic manufacturing facility in Singapore and took the company to the ASXin
1986. Peter has been primarily responsible for the development of Norwood's business and technology and its acquisiionof - -+ -
Transmedica International, Inc. and Spectral and their extensive technology portfolios.

Directorships of other listed companies
Mr. Hansen has served as a non-executive director for AIM listed Norwood Immunology L|m|ted since 2000

Mr. R.S. Lewis BEc. (Hons) - M. Admin .
Non-Executive, Lead Outside Director, Chairman of Audit Committee, Member of Remunerataon end Nommatfon
Committees.

Mr. Lewis is one of the founding partners in Lewis Trende, corporate advisers. He has over thirty years' experience in strategic
planning, financial structuring, project evaluation, business valuation and corporate due diligence. Mr. Lewis was previously
founder and principal of Australian Business Management Group, which created a group of listed enfities supporting innovative
technologies and acted as Chairman of two of these listed entities. In addition to his business interests, Mr. Lewis was a lecturer in
the MBA and undergraduate programs at Monash Unwersny for 14 years, specialising in corporate finance, mergers and
takeovers and ﬁnanczat accounting. .

Directorships of other listed companies
Mr. Lewis served as a non-executive director for AIM listed Norwood Immunology Limited since 2005. Mr. Lewis resigned from as
a direclor from Norwdod Immunology Limited on 31 August 2006.



NORWOOD ABBEY LIMITED

DIRECTORS' REPORT
{continued)

Mrs. E.H.S. Wyatt MBA, BA, Master of Education
Non-Execuﬁve Member of Remuneration, Nomination and Audit Committees.

Mrs. Wyatt was employed by one of the world's most highly regarded and successful pharmaceuttcal companies, Merck and Co.,
Inc for twenty years. During the period between 1980 and 2000, Mrs. Wyatt held a number of senior roles and most recently was
Vice President, Corporate Licensing. Since 2002 Mrs. Wyatt has been a Board member of Medimmune, Iric., ARIAD
Pharmaceuticals, Inc. and Neose Technologies. Mrs. Wyatt is on the Board of Trustees of the Randolph-Maoon College (Chair of
Committee on Trustees; Past Chair, Nominating and Enrofiment Committees; 1997 Presidential Selection Committee) and
recently joined the Board of Trustees at Sweet Briar College. :

Drrectorshrps of other listed companies™ - o ; ' o

Mrs. Wyatt has served as'a non-executive director for Med!mmune Iic. , since 2002, ARIAD Phan'naceuhmls Inc., since 2002,
Neose Technologies, inc., since 2002 and The Medicines Company, since 2005 Mrs. Wyatt served asa non-executrve director for
AlM Ilsted Norwood Immunology Limited since 2005. - e .

Mr.R. W Zahn B.S.BA
Non Executrve Chairman of Remuneration Committee, Member of Nomination and Audrt Commrttees

Mr. Zahn has more than thirty years of experience in the Biotechnology and Pharmaceutlcal industries. Most recently, Mr. Zahn
was President of Schering Laboratories, Director, Schering Corporation, and a Corporate Vice President of Schenng-Plough
Corporatron Prior 1o Schering-Plough, Mr. Zahn was with Johnson and Johnson (1973-1992) where he held a number of senior
posrtrons in sales and marketlng and product development. -~ - l
I

0
1

Drreotorshrps of other!rsted compames S ' t '

Mr. Zahn served as a non-executive director for AIM listed Norwood Imrnunology Ltmtted since 2005 M. Zahn resigned from as
a drrector from Norwoed Immunclogy Limited on 31 August 2006. - - } , ‘ . .

Prof. |W Hunter B.Sc., MSc, PhD I : :
Non-E xecutive, Member of Remuneration and Nomination Commitiees - resigned 28 August 2006.

Professor Hunter is a Chaired Professor in the Department of Mechanical Engineering at Massachusetts Institute of Technology
(MIT) and is also a Professor of Biological Engineering at MIT. He is Head of the MIT Blolnstrumentatlon Laboratory and is also
Co-Director of the Brit and Alex d'Arbeloff Laboratory for Information Systems and Technology at MIT. Professor Hunter has over
250 scientific publications and many patents.

Comp_any Secretary oo
Mr. JH. Bell CAB.Bus.{Acc) '

Mr. BelI aged 34, is the Chief Operating Officer and Company Secretary of Norwood Abbey Ltd. He is responsible for the
financial and statutory obligations and daily operations of the Company and has fifteen years expenence advising on all aspects of
business management and accounting; including statutory financial reporting. Mr. Bell was previously responsible for a diverse
portfolio of clients primarily in the medical research and manufacturing fields with the Chartered Acoountrng firm Draffin Walker.

Mr. Bell served as a non-executive director for AIM listed Norwood Immunclogy Limited since 2003. Mr. Bell resigned from as a
director.from Norwood Immunclogy Limited an 31 August 2006.




NORWOOD ABBEY LIMITED

DIRECTORS' REPQRT
{continued)

Directors’ Shareholdings

The following table sets out each director's relevant interest in shares and options of the company or a related body corporate as at
the date of this report.”

Fully Paid Ordinary ~ Options Over Fully Paid

Directors - Shares Ordinary Shares
P.J. Hansen 21,310,000 -
R.S. Lewis 1,660,000 -
E.H.S Wyatt - 50,000 T
R.W. Zahn - - g 50,000
|.W. Hunter - - 50,000

22,970,000 150,000

Directors’ Meetings I

The following table sets out the number of directors’ meetings (including meetings of committees of directors) held during the financial
year and the number of meetings attended by each director (while they were a director or committee member). During the financial
year, seven Board meehngs two nomination committee meetings, one remuneration commitice meeung and eight audit commitiee.
meetings were held. ¥

" Nomination Remuneration ' " Audit Committee

Board of Directors Committee Committes
Directors Held Attended Held Attended Held Aftented Hald - Attended
P.J. Hansen 4 4 - - K] 3 9 g
R.S. Lewis 4 4 - - 3 3 9 8
E.H.S Wyatt -4 3 - - -3 2 a9 6
R.W. Zahn 4 4 e 3 3 .9 8
1.W. Hunter 4 3 - - 3 2 - -

Indemnification of Officers and Auditors
During the financial year, the company paid a premium in respect of a contract insuring the directors of the company (as named
above), the company secretary, M. J.H. Bell, and all executive officers of the company and of any related body corporate againsta

lizbility incurred as such a director, secretary or executive officer to the extent permitted by the Corporahons Act 2001. The contract
of insurance prohibits disclosure of the nature of the liability and the amount of the premium. '

The company has not otherwise, during or since the financial year, indemnified or agreed to indeminify an officer or audltor 01 the
company or of any related body corporate against a liability incurred as such an officer or auditor.

Principal Activities
The consolidated entity's principal activities in the course of the financial year were the development, commercialisation and
marketing of medica! technologies relafing to drug delivery and other therapies.



NORWOOD ABBEY LIMITED

DIRECTORS' REPORT
(continued)

Consolidated Operating Result

The consolidated operating loss after income tax attributable to the members of the parent enuty for the financial year ended 30 June
2006 was $23,727 thousand (2005 - loss of $38,652 thousand). |

The consolidated operating loss for the financial year ended 30 June 2006 was affected by a number of non+ecuring charges
agatnsl profits.

Asset wnte downs charged against curent year consolidated profits; ' ‘

Devices | Immunology Total

$'000 $'000 $000
Impairment of investments : R o ey (811)
Impairment of inventory (1526) | | - . (1,526)
(1,526) {811} (2337

At each reporting date the audit committee reviews the camying values of, amongst other |tems its intetlectual property and research
and development assets as they relate to each of the company’s projects. The carrying values of these assets and their ability to be
retained on the face of the balance sheet are reviewed with specific reference to the criteria atabllshed in the Australian Accounting
Standards, Urgent Issues Group Consensus Views and other relevant faws and accounhng pronouncements

Re\new of Operations-

Strateqy -
The primary underlying strategy of Norwood is to seek to acqune develop and commerctahse innovative medical technologies and to
then endeavour to crystallize an enhanced value via a spin out, licensing or sale of the prolect .

Norwood is concentrating on the developrnent and commercialzation of its EyeCare and Needle-free drug delivery projects as well as
taking steps to ensure both the optimal development (together with the necessary funding) for the Immunology project. .

While Nomood has made progress towards its goals of developing its projects so as to create enhanoed value to shareholders, the
past year has been both challenging and disappointing. In particular sales of Eye Care products have suffered as a result of
substantial changes in the competitive position, and sales have been very disappointing.

The development of a stong intellectual property position - largely, but not solely, in the form of‘patents is one of the comerstones
of Norwood's strategy. In excess of 20 international patents have been granted in respect to 1mmuno|ogy Eye care and Drug
Delivery.since 30 June 2005

NORWOOD lMMUNOLOGY {'NIM)

NIM Clinical Development
NIM has also made progress in respect to the development of its clinical frial programme. In the course of the year NIM completed its

Phase Il cancer (bone marrow transplantation patients) Australian clinical study. In addition, NIM oommenced two Phase |l clinical
trials in the us.

Vlrosome Biologicals
In January 2008, NIM advised that it had taken out an option to acquire all of the capital of a Nethenands company - Bestewil Holding
Limited - the 100% owner of Virosome Biologicals ('VB'). VB is developing and oomrnerciahsmg a proprietary platform enabling
technology for vaccines. The inifial focus of VB is the development of viresomes for use in the delivery of influenza vaccines. VB have
licensed the virosome edjuvant technology to Solvay Pharmaceuticals {'Solvay') with respect to the delivery of intra-nasal influenza
vaccines.




NORWOQOD ABBEY LIMITED

DIRECTORS' REPORT
{continued}

Consolidated Operating Result (cont'd)

Research i
In March of 2008, NIM entered into a research partnership with the Australian Stem Cell Centre (ASCC') and Monash University with
the aim of developing a new technotogy platfarm that combines immune system research with stem cell technologies and

developments. o . .

The research will be jointly funded by NIM and the ASCC. The partnership and joint funding of research is expected to reduce the -
cost of research funding for NIM.

EYECARE

Background round
The Company has been developing and marketing products based on the Epi-LASIK technology that was purchased from ClBA
Vision. Epi-LASIK is seen as the next genaraﬁon of laser vision correction surgery. .

The prewously advised release of oorrpetmve Epl LASIK products by major ophthatmology companies has substantially increased
the difficulty for Norwood in marketing its Epi-LASIK products. Sales have consequently been significantly below previous
expectations.

In the course of 2006, the us patent office advised Norwood of the granting - in the US - of the ﬁ:rst - and arQuably the fundamental -
base patent covering the general concept of Epi-LASIK. In addition, Norwood anncunced in.March of 2006 that it had in-licensed the

synergistic Perez patent porffolio. This portfolio includes at least six patent apphcahons \mth more than 300 claims, hawng potent]al :

relevance to the general concept of Epi-LASIK.

Norwood has been working on the development of an improved second generation of Epi-LASIK products. The aim has been to
develop devices with a substantially lower cost structure and improved performance so as to substantially improve the sales of
product. ) .

The granting of the first US patent, together with the Iloens:ng of the Perez patent purtfollo has given Norwood the potentral
opportunity to consider the sale (or outlicensing) of the technology and intellectual property. Norwood believes that all of the released
competitive products mtnnge both the granted ‘base’ patent as well as potentially a number' of the pending applications.

Norwood is currently in commercial discussions with a number of interested parties, and given the developing patent position, is
assessing the optimal method of maximizing value from the EyeCare project while at the same time m|n|mtz|ng the potential ﬁnanc:al
exposure.

The Company believes that greater net value will be derived from the sale, partnering or out-icensing of the project. As a result,
Norwood has very substantially reduced its EyeCare operaling cost structures.

NEEDLE-FREE DRUG DELIVERY SYSTEM

During the year the company continued its existing partnership with the Biolnstrumentation Laboratory of Massachusetts Institute of
Technology {MIT), which under the direction of Professor lan Hunter has been develeping a unique, needle-fres injection device.
Working prototypes have been developed and the Company is currently in discussions with a number of pharmaceutical companies
in respect to possible applications in both the human and veterinary areas.

LASER AND ELECTRO-MAGNETIC ENERGY Dt?UG DELIVERY

As previously advised, the Company made a decision to seek to sell or outicense the laser drug defivery technology. As a
consequence, the Company also decided to limit any further investment in the project. Since June 2005 the Company was granted
five new patents in Australia, United States, China and Israel.
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Consolidated Operating Result (contd) |
STRUCTURE |

Following the completion of research and development of some of the projects, there has been a continuing reduction in the number
of staff employed by NAL, and in the cost of operations. Staff levels have been reduced by appro:urnately 75% over the past years.

CORPORATE

Fundlng
In September 2005, the Company announced that it had entered into amangements to raise US$10 mllhon via the issue of convertible

notes from US investors. In April 2006, the Company announced that it had raised an additional US$3 million via convertible notes
from a US investor.

In August 2006, and primarily as a result of discussions with mvestors {primarily in relahon o the Nonvood group needing to raise
additional capital}, an opportunity arose for Norwood Abbey to selt a part of its holding in Nomood Immunology. The Board decided
that it would be prudent to sell a part of the holdmg in NIM, and to use the ma,tonty of the proceeds to substanually reduce NAL's
outstandmg debt,
]

NAL ratsed approximately US$10 million from the sale of appraximately 41 million shares i in NIM (approximately 40% of the NAL
holding). US$8.5 million of the proceeds from the sale of NIM shares was applied to repayment of outstanding debt (convertible
notes).-Norwood Abbey continues to hold in excess of 62 million shares in Norwood Immunology (NIM) which represents sfightly
more than 50% of the issued capital. At the date of this report and based on the current Norwood Immunology L1m1ted shars prica on
London s AIM Exchange the market value of the Norwood Abbey's holding is $31,371,398,

The oonsolldated entity and the company mtands to conhnue attractmg funds from these sources, where gppropriate, supp[emented

by the follcmlng : :

o Apossible partial off-market divestment of an additional parcel of the company’s share holding in Norwood Immunology Limited
{NIM). Disposal of these shares and the raising of sufficient funds is subject to the followmg -

- obtaining any necessary approval by existing shareholders; and ;
-, obigining any necessary approval from those parties who were convertible note holders at the 30 June '2008; and
- the willingness of third parties to purchase the shares at a price that is sufficient to prowde adequate funding.

. The licensing of the Eyecare project targeted to generate upfront licensing fee{s) plus OEM revenues and or royalties.

s  Theconsolidated entity and the company are currently in discussions with a number of potentlal investors to secure additional
funds through equity and/or loans.

»  The company currently has a $20 million equity facility with Global Emerging Markets Inc expiring in April 2008. This facility
dlows the company to draw down funds during the period of the fadility. The total amount of funds available at any one draw
down is dependent on trading volumes of NAL shares. Based on historic average tradlng volumes, funding of approximately
$500,000 to $1miis likely to be available during the 2007 financial year if required to supplement the other funding options.

Concurrent with the above the consolidated entity and the company have unplemented a restructuring program. The program
is expected to further reduce the current monthly outflow from July 2006. In addition, as part of the proposed Eyecare licensing
strategy, it is infended the obligation for servicing patent and certain research and oonsulhng costs be transferred toa
prospective licenseefs

SUMMARY |
The Board and management of Norwood are currently focused upen the enhancement and cuystalllzahon of value fromboth the
Eyecare and Needle-free Injection projects. It is believed that the continued development of NIM, together with the crystallization of
value from the above Norwood projects (strategic and commercial partnerships), should lead to the generation of enhanced value to
Norwood shareholders. :
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Changes in State of Affairs

During the financial year there was no significant change in the state of affairs of the consolidated entity cther than that refered to in
the financial statements or notes thereto. -

Subsequent Events
Since the end of the finandial year the company has repaid $1,977 thousand (US$1 500 thousand) in principa from the convertible
notes entered into by the company in April 2006 (note 15(i)). The aggregate outstanding after repaymentis US$1,500 thousand.

On 8 August 2006, Norwood Abbey Limited disposed of 10,100 thousand Norwood immunology Limited shares with an aggregate
value of $4,245 thousand. The book value of these shares was $1,352 thousand. Norwood Abbey Limited owned 76.55% of
Norwood Immunology Limited immediately after completion of this fransaction.

On 31 August 2006, Norwood Abbey Limited disposed of 31,395 thousanid Norwood Immiinology Limited shares for an aggregate
value of $9,275 thousand. Proceeds from the sale of these shares was usad to discharge two convertible notes {note 17). The book
value of these shares was $4,202 thousand. Norwood Abbey Limited owns 50.22% of Norwood Immunalogy Limited immediately
after completion of this transaction. On 31 August 2006 Mr J Bell, M R Zahn and M' R. Lewis res:gned from tha Norwood
Immunclogy erlted Board of directors.

On 31 August 2006, Norwood Immunology Limited entered into a secured loan agreement to raise $1 000 thousand. The toan is
repayable within 12 months and bears an interest rate of 12%. .

Future Developments

Disclosure of information regarding likely developments in the operations of the consohdated enmy in fulue ﬁnanc|a1 years and the
expected results of those operations is likely to result in unreasonable prejudice to the consolidated entlty Acoordlngly this .
mformatnon has notbeen dlsclosed in this report

| T,

Dmdends .

No dividends were paid or declared since the start of the financial year and the dlrectors do not recommend the payment ofa
dividend in respect ofits cusent or preceding fi nancial years.

Remuneration Report

This report outlines the remuneration arrangements in place for directors and executives of Norwood Abbey L|mﬂed (the
Consolidated Entity).

Remuneration Philosophy

Remuneration is assessed for directors and senior executives with the overall objective of ensuring maximum stakeholder benefit
from the retention of a high quality executive team. The appropriateness and nature of emoluments is assessed by reference to
employment market conditions. The performance criteria against which directors and executives are assessed is aligned with the
financial and non-finandial objectives of Norwood Abbey Limited, however, at the date of this report directors and senior executive
annual remuneration have no variable elements that are directly linked to company pedormance. The remuneration committee has
approved the implementation of incentive based remuneration for all staff including senior executives which will require each member
of staff to be reviewed with regard to individual and corporate objectives. Any increases in executive compensation will correlate with
achievement of individual and corporate objectives. The remuneration committee has not dictated what form the incentives for each
member of staff will take. Atthe date of this report no payments had been made to executives based on performance criteria.
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Employee share option plan

|
The oompanylhas an ownership-based remuneration scheme for employees. In aooordance wrth lhe provisions of the scheme, as
approved by shareholders in general meeting, alf eligible employees are entitled to parhcrpate in the scheme.

Al employees and executives are eligible to participate in the scheme while they remain employed by the company. Upon becoming

mellglble participants have thirty days to exercise any vested cptions after which any unexercrsed or unvested options will be

cancelled by the plan administrators. Where an employee becomes ineligible to partrcrpate in lhe scheme any options that have not

vested to the employee at that date will be cancelled by the company. Opticns that have vested to an employee but remain

unexercrsed will be cancelled 30 days from the date of melrgrbrlrty
l

Rernuneratron committee

1

DA

The Remunerahon Committee of the Board of Directors is reSponsrbIe for determining and reviewing compensation arangements for
the Dlrectors the Chief Executive Officer and senior Executives. = - . l I

The Remuneratton Commitlee assesses the appropnateness o the rature and amount of emoluments of such ofﬁoers on a periodic
basis by reference to relevant employment market conditions with the overall objective of ensunng maximum stakeholder benefit from
the retention of a htgh qualrty executlve team

Rernuneratron Structure _— ‘ _‘-! Lo

In aooordanoe with best practice corporate governance, the remuneration structure for non-exeoutrve directors and executive director
and semor management are separate ard drstrnct
I
Non-executlve director” remuneratron ' '

The Constitution of the Company and the ASX Listing Rules specify that the aggregate remunération of non-executive directors shall
be determrned from time to time by general mesting. An amount not exceeding the amount Ideterr'nlned is then divided between the
dlrectors &s agreed. The |atest determination was at the Annual General Mesting held on the 27 Noverrber 2003 whenthe
shareholders approved an aggregate remuneration of $500,000. . _ | 1

The amount of aggregate remuneration sought to be approved by shareholders and the manner in which il is appropriate amongst
dlrector's is reviewed periodically. l !

Each non—execuhve director receives a fee for being a director of the company. An additional fee is also paid for each board
commitiee on whrch a director sits and for each Committee Chairperson the director is appomted The payment of additional fees for
servrng ‘on a committee recognises the additional time commitment required by non-executive dlrectors who serve on ong of more
sub oommrttees

' b
The remuneraton of non-executive directors for the period ending June 30, 2006 is detailed in the table below.

Executlve and senior executive remuneration - \ t

The Remuneratton Commlttee of the Board of Directors is responsible for determining and revrewrng compensation amangements for
the Chlel Executive Officer and senior Executives, The Remuneration Committee assesses the eppropnateness of the nature and
amount of emoluments of such officers on a periodic basis by reference to relevant employment market conditions with the overall
objecttve of ensuring maximum stakeholder benefit from the retention of a high quality executrve team Such officers are given the
opportunrty to receive their base emolument in a variety or forms induding cash and fringe beneﬁts such as the use of motor vehicles.
itis mtended that the manner of payment chosen will be optimal for the recipient without creatlng undue cost for the Group.
v t

All Executrves have the opportunity to qualify for participation in the Employee Share Option|Plan after achieving a qualifying service
perlod P
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Remuneration Report (cont'd)
Emplovment Contracts ) A |

ltis the Remuneration Committee policy that employment agreements are entered mto wnh the Chief Executive Officer, and each of
the executives. The contract term for the CEQ is three years with a six months notice penod The contracts for service between the
Company and the specified executives, with the exception of J. Bell which has a six month natice period, are for undefined lengths
with & notice period of one month. Salary packages are reviewed on a periodic basis and set with reference to employment market
conditions with the overall objective of ensuring ma)amum stakeholder benefit |
There are no specrﬁc bonus pravisions included in the execuhves contracts with the exwphon of R F. Williams which allows for
additional bonuses totalling $355 000 (GBP150 000) once ||oensmg agreements have been signed in the Japan and EU territories.

No bonuses have been pald to execulwes listed above during the year ended 30 June 2006. -

Share Ogtion
Share Options Granled o Directors and Exectitives

Dur:ng and since the end of the financial year no ordmanj ‘shares were issued to directors of the company as a result of the exerdise
of ophons held by dtrectors ) .

Dunng and since the end 0! the financial year an aggregate of 500,000 share options were granted and vested immediately to Prof.
I.W. Hunter. By agreement, and to avoid any potential conflicts of interest, Prof. Hunter relmqwshed his rights in these 500,000 share
in March 2006.- The wnce!latoon of the options issued to Prof. Hunter occumed snmultaneously with Norwood Abbey Limited entering
into a oommerclal Iu:ense with Massachusetts Institute of Technology relating to the corrpany s Needlefree technology.

The fair value of the Optlons was' ca!culated on the date of granl using a Binomial pricing model by Newlle Hathaway after the taklng
into consideration the rigk-free mterest rate, expected volatility and expected life.

During and since the end of the ﬁnanual_ year no share options were granted to executives Iof the cqmpahy.
As at the date of this report, no executivee are entiled to purchase Norwood Abbey Limited ordina}'f shares.

The followmg Norwood Abbey Limited options issued to executives expired on 31 December 2005;
+ - 550,000 oplions exercisable at $1.50 immediately l
. 50,000 options at $1.50 when the company share price has traded at or above $2. 00 for more than 30 consecutive days
- 50,000 options at $1.50 when the company share price has traded al or above $3. 00 for more than 30 consecutive days
. 50,000 options at $1.50 when the company share price has traded af or above $4. 00 for more than 30 consecutive days
* 50,000 options at $1.50 when the company share price has traded at or above $5. 00 for more than 30 consecutive days
250,000 options at $1.50 when the company share price has traded at or above $10. 00 for'more than 30 consecutive days.
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Remuneration Report (cont'd)
Share Options {cont' d)

Share Options Granted fo Directors and Executives {cont'd)

As at the date of this report executives are entifled to purchase 5,561,843 Norwood Immunclogy Limited ardinary shares as follows:

The following Norwood Immunclogy Limited options issued to executives of Norwood Immunclogy Limited, granted on 7 May 2004
expire on 31 December 2006 and are exercisable as follows:
.o 1,450,000 options exercisable at $0.30 immediately. .
+ 500,000 options exercisable at 100 per cent of the volume weighted average price of Norweod Immunalogy shares traded
on London Stock Exchange during the 20 days prior to the date of vesting. Options vest on signing a licence agreement in
Japan, :
o 500,000 options exercisable at 100 per cent of the volume weighted average price of Norwood Immunology shares traded
on London Stock Exchange during the 20 days prior to the date of vesting. Oplions vest on signing a licence agreementiin
Eurcpe. :
« 3,000,000 options exercisable at $1.00 immediately.

A total of 335,526 Placee options were issued to executives of Norwood Immunology Limited, on 30 June 2004, on the same terms
and conditions as other participants of Norwood Immunclogy’s fundraising upon listing on the AIM Exchange. These options are
exercisable and expire as follows:

o 223,684 are exercisable at 38p and expired on 30 June 2005,

o 111,842 are exercisable at 57p and expire on 31 December 2006.

The total 223,684 options that expired on 30 June 2005 were held and had negligible value on expiration.
None of the options issued camy any voting rights untl the opticns are exercised and converted into fully paid ordinary shares.

Non-audit services
The directors are satisfied that the provision of non-audit services, during the year by the auditor is compatible with the general
standard of independence for auditors imposed by the Corporations Act 2001.

+ Al non-audit services are reviewed and approved by the Audit Committee prior to commencement to ensure they do not
adversely affect the integrity and objectivity of the auditor, and

» The nature of the services provided do not compromise the general principles relating to auditor independence, as set
out by the Institute of Chartered Accountants in Australia.

Details of the amounts paid or payable to the auditor for non-audit services provided during the year by the auditor are outlined in
Note 6 to the financial statements.

Auditor's Independence Declaration
The auditor's independence dedlaration is included on page 16 of the financial report.




NORWOOD ABBEY LIMITED o
' |
DIRECTORS REPORT *
(continued) -
| - b
Rounding Off of Amounts '

The company is a company of the kind referred to in ASIC Class Order 9840100, dated 10 July 1 998 and in accordance with that
Class Order amounts in the directors’ report and the financial report are rounded off to the nu{rwt thousand do[lars

Slgned in accordance with a resolution of the directors made pursuant to s.298(2) of the Corporatlons Act 2001.
On behalf of the directors

|

i
I' ]
[ .
Mr. P.J. Hansen o
New Jersey P
4 QOctober2006 .- - - .. . o . . _ P
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The Board of Dircctors ‘ RIS
Norwood Abbey Limited :

63 Wells Road e

CHELSEA HEIGHTS VIC 3196

Dear Members of the Board
Norwood Abbey Limited

In gecordance with section 307C of the Corporations Act 2001, [ am pleased 1o provide the following
declaration of independcnce 10 the directors of Norwood Abbey Lumled

As \cad audit pantner for the audit of the consolidated financiat statements of Norwood Abbey Limited
for the finafeial year ended 30 June 2006, | declare that 1o the best of iny kmw- ledge and belief, there
have been no contraventions of:

(i) the auditor lndcpcndence requiremenis of the Corporations A¢t 2001 in relation to the
audit; and ’

(ii) any applicable code of professional conduct in relation to the audit.

Yours sincerely

bk ok Fodack,

DELOITTE TOUCHE TOHMATSU

CCA Motrershead
Parner
Chartered Accountant

Wember of
Duioitte Touche Tohmatiu

Liability [imited by 2 sehany approved snider Profinssonal Stamtuds | egis lation.
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Independent audit report to the membes of
Norwood Abbey Limited

Scope i

|

The finruncie! roport und directors” respensibilizy

The financial repart compeises the balance theet, income statement, eash flow statewent, stntement of
changes in equity, » summary of significant necounting policies and othes explanatory otes and e
direceors” declarntion for both Norwocd Abbey Limited (the company) end the consolidated entiry, for the
financial year ended 30 Junc 2006 25 se1 out on pages 19 1o 70. The consolidated entity comprises the
company and the entities it conrotled at the year's end or from time (o time dd:ﬁl'g the financial year.

i - R | H

The directors of the company are responsible for the preparation and trwe|and foir preseniation of the
fGngacial report in accordance with Accounting Sundards in Answatia and the Corporations Act 2001. Thix
includes responsibility for the maintenanee of adequate Anancial reconds and intermal controls thar wre
disigned o prevent and detect fraud and ervor, aad for the sccounting policies 'and docouming extimates
inherent in the financial report. L

Audit approach

1 1
We have conducted an independent sudit of the financial report in order express o opinion on il to the
membera of the company. Our nudit has been cunducted in accordance with Austrolian Auditing Standzrds
e provide reasoneble mssurance whether the finsncial repon is free of materia) misstntement. The namre of
an oudit is influenced by faciors such es the use of profeasional judgment, sehective Iciting, the inherent
limitations of imemal controls, und the availabifity of persunsive mither than comclusive evidence.
Therefore. an andit cannot guarantee that all material misstatements have been dn'ccuxL'

!
We performed procedures to fonn oo opinion whether, in all material respocty, the financial repon is
presented fhirly in accordance with Accounting Sendards in Aussralia and the parhomlims Act 2001 30 a3
(o present a view which is consistent with ouy understanding of the company’s and the consolidated eatity’s
financial pogition, and performance a3 represenied by the resubis of their opertioas. their changes in oquiry
and their cash flows. P

Orir peocedures included examination, on o eat bazis, of evidencs supponiingl the pmounts and other
disciosores in the financial report. and the evuluation of accounting policies and significant aecounting
ustimates made by the disevsors, C

Co |
I

While we considered the effectiveness of mansgement's intemal contrals over financial reporting when

determining the nature and extem of owr prucedures, our sudit was i desigried to movide assurance oo
internal coarrols, ) .

The ausdit apinion expoessad in this repont has been farmed on the above hasis. ! !

)
[
L O
* Dottt Touche Tohmstsw

Lisbilkay limited i 1 stheme upproniad wsder Feofesional Sundass Ligintaicn,

17 |
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Qualification

The consolidated (inanciat atzments include inangible assets retated to the Eyevare intellectual property
with a carrying value of $12,557,000 a1 30 June 2006. The campany financial stalemens include shares in’
and o boan to a contrulled entity, Sightmee B.Y., with carrying values of $1.698.629 and $13,173,674 .
respectively. 28 51 M) June 2006; such values being supported by the underlying value of the Eyecare
imelleciual progenty.  The camying amounts hsve been recorded @1 cost - As disclosed in -Note 1, the
camrying amoumg uf all pon~curTent asses are feviewed to d:n:rrmnc uhethet they are in cxcess of their
recoverable mmount at balance date. and if 30, they we writien down to théir recoverable omount. We have
not been provided with sufficient appropriate sudit evidence of the recoverable amount of the Evecaip
Intelbectual property, investment in and the loan to Sightrate B.V. and. ascordingly, we have been mnable 1o
detzrmine whether the carrying amounts of the' intellectual propesty, the-investment or the'loan exceads
their respestive rocovernble amountt. In the cvent that e carrying amounts exceed thelr respective
recoveroble amounts. it would be mecessary for the carrying amounty of the intebloctuat propernty, the
investment and the loan 10 be wrinen down to their recoverable amoumnts,

Quatified Andit Opinion

In our opinian, except for the effedt on the financlal repont of such adjustments, If any, as might have been
determined to bo necessary had the fimitation on the scope of our work Bs described in the qualification
paregraph not existxd, the finoncial report of Norvood Abbey Limited s In atcordsncs with the
Corporarions Ae1 2001, including;

(e}  giving a true ond fair view of the company's and consolidated embv's Raancial posmon as at 30
June 2006 and of their performance for the vear ended on that date; and

()  complying with Accounting Stzndards in A wstralia and the Cotporations chulatims 2001.
lnbercat Uncertalaty Regarding Coutinuation as a Golng Concern

Without further qualification o the opinion cxpressed above, atiension i3 drawn to the following mater, As
a nsult of the matiers described in No | Summary of Accounting Policies, Going Corcem Basis, there &
significant uncenainty whesher the comsolidated entity and company will be able 1 continue as gnmg
cancers and therefore whether they wilk realise their assets and estinguish their labilithes in the norma!’
course of business nd &l the amounts staied in the finoncial repor.
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DELOITTE TOUCHE l‘()l|MATSU

CCA Motiers

Partner

Chartered A¢countants
Melbomme, 4 Ovtober 2004




NORWOOD ABBEY LIMITED

DIRECTORS’ DECLARATION

The di:rectors declare that:

a) "in the directors’ opinion, there are reasonable grounds to believe that the company will be able to pay its debts as and when
‘they become due and payable.

b) . in the directors’ opinion, the attached financial statements and notes thereto are in alcoordance with the Corporations Act
2001, including compliance with accounting standards and giving & true and fair view of the finandial position and performance
“of the consolidated entity; and

c) -jthe directors’ have been given the declarations required by s.295A of the Corporatio‘ns Act 2001.

Mr. P.J. Hansen
New Jersey

On behalf of the directors
4 October 2006
|
|




-, NORWOOD ABBEY LIMITED

- INCOME STATEMENT

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2008

" Note

Consolidated Company

2006 2005 2006 2005

§'000 $'000 $'000 $'000
Revenue from the sale of goods 2 687 2,196 29 58
Cost of sales {1,199) (1,042) (19 - (24)
Gross profit (508) 1,154 14 M
Other incomef{expense) 2b (158) 1,558 905 192
Distribution expenses {31477) {4641 C{1,109) - (2,398)
Marketing expenses {1,367) {3,241) {90) {1,272)
Occupancy expenses (434) (387) (372) {363)
Administration expenses (12,246) (11,974) {6,989) (5.331)
Finance costs (975) (421) (848) {18)
Sponsored research (1.877) - (11 -
Impairment of receivables - (17,662) (523)
Impairment of investments (811) - e s
Impairment of investments in subsidiaries - - (5,458) -
Impairment of inventory (1.526) (724) (231) .- (594)
Impairment of development costs - (13,431) - {11,694)
Impairment of capitalised patent costs - {6,459) (1,654)
Other expenses from ordinary activities (648) {96) - (586) {1,327
Loss before income tax expense 2 @70 (38653 (32543)  (24,948)
Income tax expense relating to ordinary activities ' 3 ' -
Loss for the period (23,721 (38,652) ) (32543) (24,948)
Loss atiributable to minority interest 1,010 926 o . -
Loss attributable to members of tlie parent entity (22,717) (37,724) (32,543) ' (24.948)
Loss per share '
Basic and diluted {cents per share) - 21 {(12.05) {21.97)

Notes to the financial statements are included on pages 25 to 70.
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CURRENT ASSETS
Cdsh and cash equivalents
Trade and other receivables
Inventories
Other

TOTAIT. CURRENT ASSETS

NON-CURRENT ASSETS
Other financial assets
Plant and equipment
Other intangible assets

T b

TOTAL NON-CURRENT ASSETS
TOTAL ASSETS
CURRENT LIABILITIES

Trade and other payables

‘Borrowings: '

Provisions
TOTAL CURRENT LIABILITIES

. E - .
NON-CURRENT LIABILITIES

Bomrowings

Provisions -
TOTALINON-CURRENT LIABILITIES
TOTAL LIABILITIES
NET ASSETS
EQUITY,

Issued capital

Accumulated losses

Reserves

Parent entity interest
Minoi:rity interest

TOTAL goumr

Notes to the financial statements are included on pages

NORWOOD ABBEY LIMITED
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BALANCE SHEET | |
— t !
-AS AT 30 JUNE 2006 .

Note Consolidated | =~ Company ,
2006 2005 2006 2005
$'000 $000: $000 $000°

P! !
689 7862 . 377 905

7 84 725 - 1,265 787

8 1,113 2,632 - 284 525

9 685 714 495 240

| \ . . |
2574 11,933 | 2421 2457
' ! . . ]

10 6 6 | 059 40886

11 650 1266 370 932

12 17,566 16629 | - .

R

18,222 17901 ° © 30,969 41,818

[ vy o

20793 2984 , 33390 44275

C .‘

1 3,825 2661 | 184 1091
15 3,468 6603 I - 3.468 41
16 617 | 477 i 544 . 484

| C

7.910 9,741 | 5836 1,596

1 Il ' '

17 12,080 2% | 16,003 - 3,332
18 300 288 263 169
12,380 |517 f 16,266 3501

S : |

20,290 10258 22102 5007

503 19576 . ! 11288 39.178

o .

20 100,895 09408 100,895 99,408
(113,154) (90,437) | (93,155) (60,613
12,262 9,095 3550 383

t ' i
3 18,066 | 11,288 39,178
500 1510 -
C i
503 19576 | 11,288 39,178
| !

25 to 70:
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NORWOOD ABBEY LIMITED
STATEMENT OF CASH FLOWS

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

Note Consolidated - Company
2006 2005 2006 2005
$'000 $°000 $000 §$'000

Cash flows from operating activities - . . .

Receipts from customers L 1,245 2,701 . . -

Payments to suppliers and employees : S - (18,945) (25,100) {7.652) (13,790)

interest received : S SR - 240 : 9% ¢ 12 - 234

Interest paid . . Coe -t (309) . 0 {421)- < (262) - (18)

Otherrevenue . . - . T o183 273 Lo 28 752

Net cash used in cperating activities - (I (17,576) (22,021) (7,482) (12,822)
Cash flows from investing activities n

Payment for plant and equipment o ) BRI <) B {328) (12) (220)

Proceeds on'sale of plant and equipment CoL _ ’ 154, . 3 . L 32

Loan funds to wholly owned controlled entities ‘ - ' - (11,978) (5,725)

Payment for acquisition of intangible assets - {1,058) -(629) - 80 (333)

Payment for acquisition of investments . . - R ey - - e -

Payment for additional investment in controlled entities - Co(138) - T (138)

on market S ’ e TR AT

Net cash used in investing activites . L ame) L (%83 . {(11,756) - . (6,384)
Cash flows from financing activities . - l ‘- o ' .

Repayment of borrowings . ' . (6681} | /My 0 My {7t}

Proceeds from borrowings : 19321 200 L 19321 200

Repayment of notes (1,987) (2621 {1,987) -

Payment of share issue costs : @ - (3 (9 (245)

Proceeds from issue of shares - 1497 -~ - 10681 1,497 8,362

Net cash provided by financing activies 12,141 7.876 18710 8,246
~ Net (decrease) in cash and cash equivalents (7,173) (15,108) (528) {10,960

Cash and cash equivalents at the beginning of the 7862 23,294 805 11,869

financial year

Effects of exchange rates on the balance of cash held

in foreign currencies - (324) -
Cash at the end of the financial year 27(a) 689 7,862 377 905

Notes to the financid statements are included on pages 25 to 70.
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'NORWOOD ABBEY:LIMITED

|
NOTES TO THE FINANCIAL STATEMENTS
—

FOR THE FINANCIAL YEAR ENDED 30:JUNE 2005

SUMMARY OF ACCOUNTING POLICIES . o
A Co
The financial report is a general purpose financial report which has been prepared in accordance with the Corporations Act
. 2001, Accounting Standards and Urgent Issues Group Intirpretations, and complles with other requirements of the law. .
- Accounting Standards indude Australian equivalents to I ernational Financial Repomng Standards {'A-IFRS’). Compliance
© with the A4FRS ensures that the consclidated financial st:tements and notes of the consolidated entity comply with
: International Finencial Reporting Standards ('1FRS’). The jiarent entity financial statements and notes also comply with IFRS
. except for the disclosure requirements in tAS 32 ‘Financial Instruments: Dlsclosure and Presentation’ as the Australian
" equivalent Accounting Standard, AASB 132 ‘Financial Insluments: Disdosure and Presentation’ does not require such
+ disclosures to be presented by the parent entity where its separate financial statements are presented together with the
* consolidated financial statements of the consolidated entitr. .

" The financial statements were authorised for issue by the directors on 30 September 2006,

Basis of preparation |

The financial report has been prepared on the basis of hisforical cost, except for the reval uatlon of oertaln non-current assets.
. Costis based on the fair values of the consideration given in exchange for assets.

- Inthe application of A-IFRS management is required to make judgments, estimates and assurrphons about camying values of
' assets and liabilities that are not readily apparent from othér sources, The estlmates and associated assumptions are based on
historical experience and varicus other factors that are belizved to be reasonable under the circumstance, the results of which

. form the basis of making the judgments. Actual results ma‘r differ from these estirntlates '
' The estimates and underlylng assurnphons are reviewed 01 an ongomg basis. Revisions to accounting estimates are

-, recognised in the period in which the estimate is revised if the revision affects only that perrod or in the period of the revision

and future periods if the revision affects both current and fi ture periods.

- Judgments made by management in the application of A- IFRS that have signifi icant effects on th financial statements and ™
- estimates with a significant risk of material adjustments in tte next year are disclosed, where apphcable in the relevant notes
to the financial statements,

. Accounting pdlicies are selected and applied in a manner wh|ch ensures that the resulhng ﬁnanmal information satisfies the
- concepts of relevance and reliability, thereby ensuring that the substance of the unc!terlymg transactions or other events is
; reported. |

!

The consolidated entity changed its accounting policies on 1 July 2004 to comply wrth A- IFRS. The transition to A-IFRS is:
accounted for in accordance with Accounting Standard AA:3B 1 ‘First-time Adcptlon of Australian Equivalents to International
+ Financial Reporting Standards’, with 1 July 2004 as the daiz of fransition. An explanaton of how the transition from superseded
_policies to A-IFRS has affected the company's and consoliclated entity’s financial posmon financial performance and cash
-flows is discussed in note 31. i |

- The directors have also elected under s.334(5) of the Corpurations Act 2001 to appty Accounting Standard AASB 119
“'Employee Benefits' {December 2004), even though the Stendard is not required to be applled untl annual reporting periods
+beginning on or after 1 January 2006, i

The accounting policies set out below have been applied in preparing the financial statements for the year ended 30 June
‘2006, the comparative information presented in these finan-ial statements for the year ended 30 June 2005, and in the
.upreparahon of the opening A-IFRS balance shest at 1 de ’004 {as disclosed in note 31)




NORWOQD ABBEY LIMTED
NOTES TO THE FINANCIAL STATEMENTS
- FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

Going concern basis

The Consolidated entity is an emerging medical technologies business and as such expects to be cash absorbing until its
technologies are commercialized. As at 30 June 2006 the group had an accumulated losses of $110,000 thousand and
incurred negative cash flows from operations of $17,600 thousand in the financial year. .

. Whilst the consolidated entity and company do not have sufficient cash resources fo fund their current level of activities for at

least the next 12-months, and there are uncertainties as to the exact timing and form of additional fund raising, the directors
have reasonable expectation that they can raise additional cash resources and or reduce costs during the period for thig
purpose. These financial statements have therefore been prepared on a going concern basis which contemplates the
continuity of normal business activities and the realization of assets and settlement of liabilities in the ordlrary course of
business. L

The Directors believe the going concern basis of preparation to be appropn'ate given the following reasons:

During its lifetime Norwood Abbey Limited (NAL) has been able to atiract funds to advance their technologies. To date the
company has raised in excess of $80,000 thousand in equity and & further $17,500 thousand in convertible notes.

Subsequent to year end the company sold shares in.the subsidiary Norwood Immunology Limited for approximately $13,500
thousand. These funds have been used to extinguish two convertible notes with an aggregated face value of approximately
$11,300 thousand. Additionally, Norwood Immunology Limited entered. into a loan agreement raising $1,000 thousand.

“The consolidated entity and the oompany intends to continue attrachng funds from these sources, where appropnate

supplemanted by the following:

e Apossible partial off-market divestment of an additional parce! of the company” 'S sha.re holding in Norwood Immunalogy

Limited (NIM}. Disposal of these shares and the raising of sufficient funds is subject to the follomng -

- obtaining any necessary approval by existing shareholders; and

- obtaining any necessary approval from those parties who were convemble note holders at the 30 June 2006; and
- the willingness of third parties to purchase the shares at a price that s sufficient to prowde adequate funding,

. The ficensing of the Eyecare project targeted to generate upfront licensing fee(s) plus OEM revenues and or royalties.

e  The consolidated entity and the company are currently in dlscussmns witha nurrbef of potenhal investors to secure
additional funds through equity andfor loans.- . ‘

»  The company currently has a $20 million equity facility with Global Emergmg Markets Inc. expiring in April 2008. This
facility alows the company to draw down funds during the period of the facility. The total amount of funds available at
any one draw down is dependent on trading volumes of NAL shares. Based on historic average trading volumes,
funding of approximately $500,000 to $m is likely to be available during the 2007 financial year f required to
supplement the other funding opfions.

Concurrent with the above the consolidated entity and the company have implemented a restructuring program. The program
is expected to further reduce the current monthly outflow from July 2006. |n addition, as part of the proposed Eyecare licensing
strategy, it is intended the obligation for servicing patenl and certain research and consulting costs be transferred to a
prospective licenseels

Having carefully assessed the uncertainies relating to the fikelihood of securing additional funding and the consolidated entity's
and company's ability to effectively manage their expenditures, the directors believe that the consolidated entity and company
will continue to operate as going concerns for the foreseesble future and therefore that it is appropnate to prepare the financial
statements on a going concem basis. -

In the event that the consolidated entity and the company are unable to raise sufficient funds as set out above, thera is
significant uncertainty whether the consolidated entity and company could continue as going concerns. If the consalidated
entity and company are unable to continue as going concerns they may be required to realise their assets and extinguish their
liabilites other than in the normal course of business and at amounts different to those stated in the financial statements.

No adjustments have been made to the financial report relating to the recoverability and classification of the asset camying
amounts or the classification of liabilities that might be necessary should the consolidated entity and company not continue as
going concerns.




(d) Financial assets

NORWOOD‘:ABB.E'Y LIMITED

NOTES TO THE FIIIANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2008

Significant Accounting Policies )
The following significant accounting po||c:|es have been adopted in the preparation and presentation of the financia report:

(a) Borrowings
Borrowings are recorded initially at fair value, net of transachon costs.
Subsequent to initial recognition, borrowings are.measured at amertised cost with any difference between the initial
recogused amount and the redemption value bemg recogmsed in profit and loss over the period of the borrowing
using the effective interest rate method.

(b) Cash and cash equivalents : ‘ o
- Cash and cash equivalenis comprise cash on- hand cash in banks and mvestrnents in money market mstruments net
of outstanding bank overdrafts. Bank overdrafts are shown w1th|n borrow:ngs in current liabilities in the balance sheet.

(c) Employee benefits : ' ‘ : w :
Provision is made for benefits aocrumg to employees in respect of, wages and salaries,, annual leave, long service
leave, and sick leave when it is probable that settlement will be. required and they are capable of being measured
reliably.

Provisions made in respect of employee benefits expected.to be settled within 12 months, are measured at their
nominal values using the remuneration rate expected to apply at the time of settiement.

‘Provisions made in respect of employee bensfits which are not expected to be settied within 12:months are measured
as the present value of the estimated future cash outflows to be made by the consolldated entity in respect of services
provided by employees up to reporting date.

Defined contribution plans

Contributions to deﬁned contnbuhon superannuahon ptans are expensed when incurred.-

Investments are recogmsed and derecognised on trade date where purchase or sale of an investment is under a
" contract whose terms require delivery of the investment within the tlmeframe establlshed by the market concemed,
- and are initiafly measured at fair value, net of ransaction costs. .

Subsequent to initial recognition, investments in'subsidiaries are measured at cost

Loans and recefvables: ‘

Trade receivables, loans, and other recewables are reeorded at amortised cost less |mpa|rment

- (¢) Financial instruments issued by the company

Debt and equity instruments L

Debt and equity instruments are ‘dassified as either liabilities or as equnty in accordance with the substance of the
contractual arrangement.

Compound instruments 7

The component parts of compound instruments are classified separately as liabilities and equity in accordance with
the substance of the contractual amangement. At the date of issue, the fair value of the liability component is
estimated using the prevalhng market interest rate for a similar non-convertible debt. The equity component initially
brought to account is determined by deducting the amount of the Ilabnlny componenl from the amount of the
compound instrument as a whole.

Transaction costs on the issue of equity instruments
Transaction costs arising on the issue of equily instruments are recognised dlrecﬂy in equity as a reduction of the
proceeds of the equity instruments to which the costs relate. Transaction costs are the costs that are incurred directly
in connection with the issue of those equily instruments and which would not have been incurred had those
instruments not been issued. :

Interast and dividends
Interest and dividends are classified as expenses or as distributions of profit consistent with the balance sheet
dlassification of the related debt or equity instruments or component parts of compound instruments, Interest is
accrued at the effective interest rate on the carrying value of the debt.
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NORWOOD ABBEY LIMITED
~ NOTES TO THE FINANCIAL STATEMENTS

- FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

Foreign currency

Foreign currency transactions

All foreign currency transactions dunng the financial year are brought to account using the exchange rate in effect at

the date of the transaction. Foreign currency monetary items at reporting date are translated at the exchange rate

exrstlng at reporting date. Non-monetary assets and liabilities carried at fair value that are denominated in foreign
currencies are Iranslated at the rates prevailing al the date when the fair value was determined.

Exchange differences are recognised in profitior loss in the period in which they arise except that:

+  exchange differences which relate to assels under construction for future productive use are included in the
cost of those assets where they are regarded as an ad}ustment to mterest costs on foreign currency
borrowmgs

o exchange differences on transactions entered into in order to hedge certain forelgn currency risks; and

»  exchange differences on monetary items receivable from or payable to a fore|gn operation for which setlement

. is neither planned or likely to ocour, which form part of the net investment in a foreign operation, are recognised
in the foreign currency | translation reserve and reoogrused in profit or loss on disposal of the net investment.

Foreign ogeratlons
Foreign operations are not consutered fo be self—sustalmng and as such the Austrdlan dollar is considered to be the
functional currency of the foreign operations. On consolidation, the monetary assets and liabifities of the consolidated
entity's overseas operations are franslated at exchange rates prevailing at the reporting date and non-monetary
assets and lisbilities are translated at historic rates prevailing at of acquisition. Income and expense items are
translated at the average exchange rates for the period unless exchange rates ﬂuctuate mgnuﬁcanlly Exchange
differences arising, if any, are recognised in the profit and Ioss statement

Goods and services tax

Revenues, expenses and assets are recognised net of the amouint of goods and services tax (GST), except:

. where the amount of GST incurred is not recoverable from the taxation authority, it is recognised as part of the
cost of acquisition of an asset or as part of an item of expense; or L

ii. ~ for receivables and payables which are recognised inclusive of GST.

The net amount of GST recoverable from, or payable to, the taxation authorily is mcluded as part of receivables or

payables.

. Cash flows are included in the cash flow statement on a gross basis. The GST component of cash flows arising from

investing and financing activities which is recoverable from, or payable to, the taxation authority is classified as
operating cash flows. :
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NORWOOD ABBEY LIMTED | - ,
NOTES TO THE FINANCIAL STATEMENTS

'
‘ H ' I

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2008 .

(h) Impairment of assets
' At each-reporting date, the consclidated entity reviews the carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determme the extent of the impairment loss (if
-any). Where the asset does not generate cash flows that are rndependent fiom other assets, the consolidated entity
estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs fo sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the rrsks specific ta the assel for which the estimates of future
cash flows have not been adjusted.

‘If the recoverable amount of an asset {or mshgeneratrng unrt) is estrmated to be less than its carrying amount, the
carrying amount of the assel (cash-generating unit) is reduced to its recoverable amount. An |mpa|rment loss is
recognised in profit of loss immediately, unless the relevant asset is carried at fair value, in which case the
impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (ush-generatmg unit) is
increased to the revised estimate of its recoverable amount, but only to the extent that the increased camying amount
does not exceed the carrying amount that would have been determined had:no rmparrment loss been recognised for
the asset (cash-generating unit} in pnor years: A reversal of an rmparrment loss is recognised in profit or loss
immediately, unless the relevant asset is carried at fair value |n whrch case the reversal of the tmparrment loss is
treated as a revaluatron increase. -

(i) Income tax - - ' i
Current tax
Current tax is caleulated by reference to the amount of income taxes payable or reooverable in respect of the taxable
profit or tax loss for the period. It is calculated using tax rates and tax raws that have been enacted or substantively
"enacted by reporting date. Current tax tor current and prior periods is recognrsed asa Irabrlrty {or asset) lo the extenl
" that it is unpaid (or refundable). b
Deferred tax : :

Deferred tax is accounted for using the' comprehensrve balance sheet Ilab|1rty method in respect of temporary
differences arising from differences between'the carrying amount of assets and fiabilities in the finandial statements
and the comesponding tax base of those items.

In principle, ‘deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are
recognised to the extent that it is probable that sufficient taxable amounts will be available against which deductible
temporary differences or unused tax losses and tax offsets can be utrlrsed However, deferred tax assets and
liabilities are not recognised if the temporary differences giving rise to them arise from the initial recognition of assets
and ligbilities (other than as a result of a business comblnatlon) which affects neither taxable income nor acoountrng
profit. Furthermore, a deferred tax liability is not recognised in relation to taxable temporary differences arising from
goodwill.
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Deferred tax liabiliies are recognised for taxable temporary differences arising on investments in subsidiaries excepl
where the consolidated entity is able to control the reversal of the temporary differences and it is probable that the
temporary differences will not reverse int the foreseeable future. Deferred tax assets arising from deductible temporary
differences associated with these investments and interests are only recognised to the extent that it is probable that
there will be sufficient taxable profits against which to utilise the benefits of the temporary drfferences and they are
expected to reverse in the foreseeable future.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s) when the
asset and liability giving rise to them'are realised or settled, based on tax rates {and tax laws) that have been enacted
or substantively enacted by reporing date. The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which. the consolidated entity expects at the reportmg date, to
recover or settle the carrying amount of its assets and liabilites.

Deferred tax assets and liabilities are offset when they relate to income taxee Ievred by the same Iaxatron authority
and the company/consolidated entity intends to settls its current tax assets and Irabrhtres on a net basfs.

Current and deferred tax for the period - -

Current and deferred tax is recognised as an expense or income in the income statemenl, except when it relates to
items credited or debited directly to equity, in which case the deferred.tex is also reoognised directly in equity or
where it arises from the initial accounting for a busrn%s combrnahon in whrch case it is taken rnto account in the
determination of goodwill or excess. - . .

Tax consolidation

The company and all its wholly-owned Australian resident entities are part of a tax-consofidated group under .

Austrafian taxation law. Norwood Abbey Limited is the head entity in the tax-consolidated group. Tax expense,
deferred tax liabiliies and deferred tax assets arising from temporary. drfferenoas of the members of the tax
consolidated group are recognised in the separate financial statements of the members of the tax consolldated group
using the ‘stand alone taxpayer approach.

Entities within the tax-consolidated group have enteréd into a tax funding arrangement and a lax-sharing agreement
with the head entity. Under the terms of the tax funding arrangement, Norwood Abbey Limited and each of the entities

‘in the tax-consoclidated group has agreed to' pay a tax equivalent payment to or from’ the head entrty based on the

current tax ||ab|]|ty or current tax asset of the entty,

Intellectual Properly and Patents _

Costs associated with the development of new products and technologles rnc!udlng the original patent application
costs are capitalised.

Intellectual property and patents are recorded at the cost of acqmsrhon Intellectual property acquired through gaining
control of the company's wholly owned subsidiaries is recorded at its fair value upon acquisition. The directors gave
due consideration to the technical and commercial life of the intellectual property and patents to determine their useful
life. In the opinion of the directors the intellectual property does not have a finite useful life.

Patents are amortised on a straight line basis so as to write off the cost of each asset over its expected useful life.
Amortisation of the intellectual property begins upon the commercialisation of the related project and continues over
the period in which the comesponding benefits are expected to arise. The following useful lives are used in the
calculation of amortisation;

e Patents & Intellectual Property 10- 18 years

The directors regularly review the carrying value of the intellectual property and patents to ensure its carrying value
does not exceed its recoverable amount, based on the cashflow forecast and advancement of project milestones.
Patent renewal costs are written off as an expense as they are incurred.
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inventories
Inventories are valued at the lower of cost and net realisable value; with the majority being valued on a first in first out
basis. Net realisable value represents the estimated selling price less all eshrnated costs of complelion and costs to
be incurred in marketing, selling and distribution.

Leased assets
Leases are dassified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operatlng leases.-

Assets held under finance leases are initially recognised at their fair value or, if lower, at amounts-equal to the present
value of the minimum lease payments, each determined at the mceptton of the lease. The comesponding liability to
the lessor is induded in the balance sheet as a finance lease obligation.

Lease payments are apportioned between finance charges and reduction.of the lease obligation so as to achieve a
constant rate of interest on the remaining: balance of the Ilabrllty Frnance charges are charged directly against
income, unless they are directly attributable to quelifying assets, in which ca nse they are capitalised in accordance with
the consolidated entity's general policy on borrowing costs. -

Finance leased assets are amortised on a straight line basis over the estlmated useful life of the asset.

Operating lease payments are recognised as an expense on a stra:ght Irne basis over the lease term, except where
another systematic basis is more representative of the ime pattern in. wh|ch economic beneﬁts from the leased asset
are consumed.

Payables S : : ‘ ; :
Trade payables and’ other accounts payable-are recognised when the oonsohdated entrty becomes obliged to make
future payments resuiting from the purchase of goods and services.

Principles of consolidation - ' |

The consolidated financial statements are prepared by combmlng the ﬁnanc:al statements of aII the entities that
comprise the consolidated entity, being the company (the parent entity) and its subsidiaries as defined in Accounting
Standard AASB 127 ‘Consolidated and Separate Financial Statements'. Conslstent accounting policies are employed
in the preparation and presentation of the consolidated financial statements

On acquisition, the assets, liabilities and contingent liabfities of a subsrdrary are measured at their fair values at the
date of acquisition. Any excess of the cost of acquisition over the fair values of the identifiable net assets acquired is
recognised as goodwill. If, after reassessment, the fair values of the |dentrf able net assets acquired exceeds the cost
of acquisition, the deficiency is credited to profit and loss in the period of acqu:smon

The interest of minority shareholders is stated at the minority's proportion of the fair values of the assets and liabilities
recognised.

The consolidated financial statements include the information and results of each subsndlary from the date on which
the company obtains control and until such ime as the company ceases tolcontrol such entity.

in preparing the consolidated financial statements, all intercompany balances and transactions, and unrealised profits
arising within the consolidated entity are eliminated in full.

Plant and equipment

Plant and equipment, leasehold improvements and equipment under, finance lease are stated at cost less
accumulated deprediation and impairment. Cost includes expenditure that||s drrectty attributable to the acquisition of
the item. In the event that seftlement of all or part of the purchase oonmderatmn is deferred, cost is determined by
discounting the amounts payable in the future to their present value as at the date of acquisition.

'

A
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. Depreciation is provided on plant and equipment and is. calculated on a straight line basis so as to write off the net

cost or other revalued amount of each asset over.its expected useful life to its estimated residual value. Leasehold
improvements are depreciated over the period of the lease or estimated useful life, whichever is the shorter, using the
straight line method. The estmated useful lives, residual values and deprec:atlon method is reviewed at the end of
each annual reporting period. |

The following estimated useful lives are used in the ealculatlon of depreclanon

¢  Leasehold improvements 3 years

e  Plant, equipment and office furniture 5-15 years
o  Computer software S e Jyears

o Motor vehicles under finance lease o + 6-7vyears
Provisions

Provisions are recognised when the consolidated entily has a present obligation, the future sacrifice of economic
benefits is probable, and the amount of the provision can be measured reliably.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obhgatlon at reporting date, taking into account the risks and uncertainties surrounding the obligation Where a
provision is measured using the cashflows estimated to.setfie the present obhgahon its carrymg amount is the
present value of those cashflows.

When.some or all of the economic benefits reqmred to setlle a provision are: expected to be reoovered from a third
party, the receivable is recognised as an asset if it is vitually certain that reoovery wlll be recerved and the amount of
the receivable can be measured reliably. .

Restructuring

- Provision for restructurings are recognised when the consolidated entity has developed a detailed formal plan for the

{qQ)

0

restructuring and has raised a valid expectetion in those affected that it will camry out the reslructunng by:

. starting to implement the plan; or

e announcing its main featires to those affected byit. - = v - -

Onerous contracts

An onerous contract is considered to exist where the consolidated entity has a contract under which the unavoidable
cost of meetmg the :contractual obligations exceed the economic benefits estimated to be received. Present
obligations arising under onerous confracts are recognised as a provision to the extent that the present obligation
exceeds the economic benefits estimated to be received

Revenue recognition

Sale of goods :

Revenue from the sale of goods is recognised whan the consolidated enfity has transferred to the buyer the
significant risks and rewards of ownership of the goods.

Royalties

Royalty revenue is recognised on an accrual basis in accordance with the substance of the retevant agreement.
Dividend and interest revenue

Dividend revenue is recognised on a receivable basis. Interest revenue is recognised on a time proportionate basis
that takes into account the effective yield on the financial asset.

Share-based payments

Equity-settied share-based payments granted after 7 November 2002 that were unvested as of 1 January 2003, are
measured at fair value at the date of grant, Fair value is measured by use of a binomial model. The expected life used
in the model has been adjusted, based on management's best estimate, for the effects of non-tfransferability, exercise
restrictions, and behavioural considerations.

The fair velue determined at the grant date of the equity-seffled share-based payments is expensed on a straight-line
basis over the vesting period, based on the consolidated entity's estimate of shares that will eventually vest.

For cash-settled share-based paymernts, a liability equal to the portion of the goods or services received is recognised
at the cumrent fair value determined at each reporting date

32
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{s} . Comparative information - financial instruments Lo

The consolidated entity has elected not to restate comparative information for financial instruments within the scope
of Accounting Standards AASB 132 'Financial Instruments: Disclosure and Presentation' and AASB 139 ‘Financial
Instruments: Recogpnition and Measurement, as permitted on the first- hme adoption of A-IFRS.

-The accounting policies epplied to accounting for financial instruments |n the cument financial year are detailed in

notes 1{a) to {ad). The following accounting pollctes were apphed to acoounllng for financial instuments in the
comparative financial year: t .

(@) Accounts payable -

Trade payables and other accounts payable are recognised when the consolidated enfity becomes obliged to make
future payments resulting from the purchase of goods and services. -

Debt and equity instruments .
Debt and equity instruments are dassified as elther liabiliies or as equﬂy in accordance with the substance of the
contractual arrangement. oo : ‘

Transaction costs on the issue of equity instruments .
Transaction costs ansing on the issue of equity instruments are reoognlsed dlrecﬂy in- eqmty as a reduction of the

<. proceeds of the equity instruments to which the costs relate. Transaction oosts are the costs that are incurred directly
* in.connsction with the issue of those equity instruments and which wou1d not have been incurred had these

instruments not been issued. . -
interest and dividends
Interest and dividends are classified as expenses or as distributions of profit con5|stent wnh tha balance sheet

. classification of the related debt or equity instruments or oomponent parts of compound instruments.

(c) Receivables
Trade receivables and other receivables are recorded at amounts due less any allowance for doubtful debts.

Effect of changing the accounting policies for financial statements-
The effect of changes in the accounting padlicies for flnanmal instuments|on the balance sheet as at 1 July 2005 is
shown below: .




CURRENT ASSETS
Cash and cash equivalents
Trade and others receivables
Inventories
Other

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS -
Other financial assets
Piant and equipment
Other intangible assels

. TOTAL NON-CURRENT ASSETS -

TOTAL ASSETS -

CURRENT LIABILITIES
Trade and other payables
Borrowings
Provisions

TOTAL CURRENT UABILITIES

NON-CURRENT LIABILITIES
Borrowings '
Provisions " -

TOTAL NON-CURRENT LIABILITIES

TOTAL LIABILITIES

NET ASSETS

EQUITY
Issued capital
Accumulated losses
Reserves

Parent entity interest
Minority interest

TOTAL EQUITY

NORWOOD ABBEY LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2008

Company

" Consolidated

0June. . Efectol . 1July 2005 30 June 2005 Effectof 1 July 2005

2005 adoption .. $'000 $'000 adoption $'000

. §000 . $'000 $000

‘7862 . 7.862 905 . 905
s, S s 787 787
2632 . . 2632 525 525
714 S e 240 240
11933 - T 1193 " 2457 2457
6 T 40,886 - - 40886
1.266 . 1266, . 932 - 932
16.629. . 16629 e . ]
17.901 ] 17.901 4818 . 41818
20,834 : 20834 .. ' 44275 44275
| 2661 - 2661, 1091 1,01
6603 - . . 6603 ° " 41 ; 4
ATT S a4 464 . 464
9741 ; 9741 1596 ; 159
229 : 229 3332 : 3332
288 ] 288 169 . 169
517 517 3501 ) 3501
10258 10258 5007 5,097
19576 19576 39178 39,178
59,408 99,408 99,408 99,408
(90,437) (00.437) (60,307) (60.307)
9,095 9,095 77 7
18,066 18,066 39,178 39178
1510 1510 i i
19576 19,576 39178 39178
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The main adjustments necessary that would make the comparative financial statements comply with AASB 132 and

AASB 139 are listed below. Similar adjustments were made at 1 July 2005 to restate the opening finandal position of

the company and consolidated entity to a position consistent with the accounhng policies specified in note I(a) to

(ad):

(i the measurement of financial assets designated as held- to—matunty and loans and receivables at amortised
cost, rather than at cost or fair value in accordance with the superseded policy

{i) the measurement of financial assets desrgnated as fair value through profit or loss or available-for-sale at fair
value, with changes in fair value recognised in profit or loss or equrty as appropriate, rather than at cost in

. accordance with the superseded policy

(i) the measurement of fi nancral liabilities at amortised cost rather than at oost in accordance with the superseded

policy

(v) the recognition and measurement of all derivatives (i ndudrng any embedded derrvauves) at fair value

{v) the recognition in profit or loss of the movement in the fair value of derivatives which did not qualify for hedge
accounting or were not designated as hedging instruments

{vi) the transfer of deferred hedging gains and losses recognised as assets and Ilabrlmes arising from a cash flow
hedge of a forecast transaction to the hedging reserve

{vii) the derecognition of other deferred hedging gains and losses recognlsed as assefs and liabilities

(viii) the deferral in equity of the effective portion of the movement in fair value of derivatives accounted for as a cash
flow hedge

(ix) the recognition in profit or loss of the ineffective portion of the movement m fair value of hedging instruments
accounted for as a cash flow hedge

{x}  the recognition in profit or loss of the movement in fair value of derivatives accounted for as a fair value hedge
and the fair valuing of hedged items

(xi) the adjustment to the carrying amount of items that would qualify as a fair value hedge under A-|FRS and were
designated as a hedge under previous GAAP for the lower of the cumulatlve change in fair value of the hedged
item for the designated hedge risk and the cumulative change in fair value of the hedging instrument

{xii) the recognition of any current or deferred taxes in relation to the adjustments described above

Itis not prachcable for the company and the consolidated entity to detail the amounts of the adjustments to prof it or
ioss and to opening retained eamings for the comparatrve period had the new accounting policies been applied from
the beginning of the comparative period. In additon, it is not practicable for the company and the consolidated entity
to detail for the current period, the amounts of the adjustments resulhng|to each financial statement line ilem &s a
consequence of applying the accounting policies specified elsewhere in note 1. '
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CONSOLIDATED COMPANY
2006 2005 2006 2005
‘ $'000 $'000 $000 $'000
2. LOSS FROM OPERATIONS SRR
(a) Revenue
Revenue from continuing operations consisted of the
following items:
Revenue fromsaleofgoods -~ . . 687 2,196 29 . 58
' 687 2,196 29 58
(b} Other incomel{expense)
Interest revenue:
Controlled entities - - - 17
Other entilies 240 526 - 123 217
o 240 526 123 234
Gain on disposal of leased assets ‘ 10 4 o 10 4
{Loss)/gain on disposal of plant and equipment (44) 1 {44) 1
{34 B s () 5
Grants received : - 13 Y : -
~ Net foreign exchange (losses)gains (615) 764 88 (800)
Insurance recovery - 30 . L 30
Management fee - . - - 490 - - . 600
Other income h 251 108 238 123
{158) 1568 - 805 192
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CONSOLIDATED COMPANY

2006 2005 2006 2005
: ' $'000 §000: $'000 $'000
2 LQSS FROM OPERATIONS {cont'd) :
‘Loss before income tax has been arived at after
charging the following expenses.
Costof sales ' : (4,195) (1,042) . (15) (24)
‘Finance costs: . o L
- Interest on loans (586) (404) (459) - )]
- Other interest expense {23) (17 ‘ (23) {7)
- Equity settied benefits : (366) - .+ {366) -
- (979) (421) - {848) {18)
Receivables write down . - - {17.662) " {523)
Depreciation of non-current assets: ' |
i- Plant and equipment (257) (281} (192 (229)
- Leased assefs ' {44) {45) {44) {45)
: : - . (301) (326) (236) - (274)
_ Amortisation of non-current assets '
- Intangibles - {175) {1,386) - {104)
;Operaﬁng Ieése rental expenses _' o
= Minimum lease payments (347) (297) {(274) {274)
'Employee benefits expense:
- Post employment benefits; - \
" Defined confribution plans (213) (48) {150 (273)
(213) (346) . {150} (273)
= Share based payments - (26) - {26)
- Termination benefits (862) (345) {862) (345)
- Other employee benefits {6,431) (7,559) (4,982) {4,755)
(7506)  (8276) {5,894) (5,309)

I




'NORWOOD ABBEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

CONSOLIDATED COMPANY
2006 2005 . 2006 . 2005
$'000 §'000 $'000 $'000
3. INCOME TAXES
(a)  The components of tax expense comprise: . . , _ .
Cumrenttax . : S S - - -
Deferred tax : ‘ e ) - - - -
(b) The prima facie expensel({benefit} on loss from ordinary
activities before income tax is reconciled to the income
tax as follows
Prima facie tax payable on loss from ordinary activities 7
before income tax at 30% (2005: 30%) S ‘
(7,118) {11,596) . {9,766) (7,484)
Add tax effect of: o . .
- Temporary difference and losses not recognised 7,184 11,659 . 9760 7,337
- Non deductible expenses . 5. . 100 . .. . 6 178
‘ ST N7 . 8766 7,515
Less tax effect of: ' o ST _
- Research and Development {125% claim) T (117) {183) - {31)
‘ o ' (17) ©(163) - (31)
Income tax expense to wholly-owned subsidiaries under the ' - - oo : -
tax sharing agreement '
income tax attributable to entity - - -
The applicable weighted average effective tax rates are as 0% 0% 0% 0%
follows: ' '
Deferred tax assets not brought to account, the benefits
(€ of which will only be realised if the conditions for
deductibility occur: ‘
- temporary differences 1,666 801 2128 1,413
- fax losses: ,
- operating losses (i) 20,450 22,458 11,402 14,623
- capital losses - 306 160 306
22,116 23,565 13,690 16,342

{i) Consolidated operating tax losses have been reduced for the effect of the change in ownership by $9,192 thousand.

Relevance of tax consolidation to the consolidated entity

The company and its wholly-owned Australian resident entities have formed a tax-consolidated group with effect from 1 July
2003 and are therefore taxed as a single entity from that date. The head entity within the tax-consolidated group is Norwood
Abbey Limited. :
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INCOME TAXES (contd)

Nature of tax funding arrangements and tax sharing agreements

. Entities within the tax-consolidated greup have entered info a tex funding arrangement and a tax-sharing agreement with the head
entity. Under the terms of the tax funding arangement, Norwood Abbey Uimited and each of the entiies in the tax-consolidated

: group has agreed to pay a tax equivalent payment to or from the head entity, based on the current tax liability or current tax asset

. of the entity. Such amounts are reflected in amounts receivable from or payable to other entities in the tax-consolidated group.

¢ The tax sharing agreement entered into between members of the tax-consolidated group provides for the determination of the
allocation of income tax liabilities hetween the entities should the head entity default on its tax payment obligations. No amounts

. have besn recognised in the financial statements in respect of thls agreementas paymenlof any amounts under the tax sharing

- agreementis considered remote.

4. . KEY MANAGEMENT PERSONNEL COMPENSATION

a) : Details of key management personnel .
- The key management personnel of the consolidated entity during the year were: ™

¢ P.J. Hansen (Executive Chairman) s

R.S. Lewis {(Non-executive)

E.H.S. Wyatt (Non-executive)

R.W. Zahn {Non-executive)

f.W. Hunter (Non-executive) - resigned 28 August 2006

R.F. Williams (Chief Executive Officer - Norwood Immunclogy Limited)

R. Scarrott {Chief Financial Officer - Norwood Immunclogy Limited)

J.H. Bell {Chief Operating Officer and Company Secretary - Norwood Abbey lelted)

B. Romanin (Senior Vice President Corporate Development - Norwood Abbey lelted) resigned B Seplember 2005

R.G. Walmsley (Chief Executive Officer Devices Group), resigned 1 February 2006 .

;
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KEY MANAGEMENT PERSONNEL COMPENSATION {cont d)

Key management personnel compensétion policy

The remuneration committee reviews the remuneration packages of all specified directors and specified executives on an
annual basis and makes recommendations to the board. Remuneration packages are reviewed and determined with due
regard to current market rates and are ' benchmarked against comparable industry salaries adjusted by a performance factor
to reflect changes in the performance of the company. During the financial year no performance based payments were paid to

key management personnel based on sahsfactlon of performance criteria.

The aggregate compensation of the key management personnel of the consolidated entity and the cornpany is set out

below:
Consolidated Company
2006 2005 2006 2005
. I R $ $ $ $

Short-term employee benefits - 2,930,400 2,475,288 1,915,525 1,884,520
Post-employment benefits . ' 89,354 108516 ' 89,354 108,516
Other long term employee benefits 104,878 - 104,878 g
Termination benefits . E 298 576 - 298,576 ‘ -
Share-based payment ) o 26,132 L .26,132
Other benef ts 764,000 - 764,000 :

2,608 936 3172333 2,019,168

Total C 3,787,208
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NORWOOD ABBEY LIMITED

NOTES TO THE FINANCIAL STATEMENTS

|
FOR THE FINANCIAL YEAR ENDED 30 JUN

E 2008
o
1 ' 1
'EMPLOYEE OPTION PLAN
2006 2005
Numberof ~ Weighted Numberof  Weighted
options average _options average
exerdlse exercise
) . price $ price $
‘Balance at beginning of the financial year - - 831,600 1.35

:Granted during the financial year - - - -
:Exercised during the financial year - - - -
Expired during the financial year - - {831,600) 1.35
Balance at the end of the financial year - | - - -
_Exemisable at the end of the financial year - | - - -

v

The company has an ownership-based remuneration scheme for employees. In accordance with the provisions of the scheme,
‘as approved by shareholders at a general meeting, all eligble employees are entitied to participate in the schems.

AII employees and executives are eligible to participate in the scheme while they remaih employed by the odmpany Upon
becoming ineligible, participants normally have thirty days to exercise any vested optlons after which any unexercised or unvested
options will be cancelled by the plan administrators. Where an employee becomes me!lg:ble to participate in the scheme any
optlons that have not vested to the employee at that date will be cancelled by the company "Opticns that have vested to an
emproyee but remain unexercised will normally be cancelled thirty days from the date oi ineligibility.

'

Tranche 1
On 2 Augu August 2000 a first tranche of 633,800 Opuons were issued to eligible employees with an exercise price of $1.50 and
expiring on 31 December 2004. Under the rules of the plan the number of options |ssued was reduced during the year ending 30
June 2002 to 535,600 , reduced during the year ending 30 June 2003 to 481,600, and reduced to 422,400 during the year ended
30 June 2004 for Ia)sed options.

The balance of 422,400 options relating to tranche 1 options, expired during the year ended 30 June 2005.

Tranche 2
Ond August 2003 a second tranche of 422,200 aplions was issued to eligible employees. The second tranche was issued with

an exercise price of $1.20 and expire 31 December 2004. On 4 March 2004, 13, 000 tranche 2 options were exercised with a fair
value of $16,640 and $15,600 consideration received. The fair value of shares received at the date of their issue is measured as
the market value at close of trade on the date of their issue.

1 !
|

The balance of 409,200 relating to tranche 2 options, expired during the year ended 30 June 2005,

The directors of the company, being eligible employees under the employes option plan rules are entitled to participate in
allocatons It was determined by the directors that they would exclude themselves from the alocations of employee options.

The company does not have an executive share option plan, however opticns are held by the executives. For the details and
basis of these holdings, refer to the directors report and note 30 to the financial statements.




NORWOOD ABBEY LIMITED
- NOTES TO THE FINANCIAL STATEMENTS
- FORTHE FINANCIAL YEAR ENDED 30 JUNE 2006

COMPANY
2006 2005
$§ §

136,480 98,904
4,500 27,450

74% - 173253
13,000 i

171,410 299,607

CONSOLIDATED
2006 2005

$ $
REMUNERATION OF AUDITORS
Audit of the parent entity
Audit or review of the financial report . 136,480 98,904
Taxation services T 4,500 27,450
Other non-audit services ) Ce .
- Service relating to foreign listing © 17430 173,253
- Other advisory senvices 13.000 -

g ' 171,410 299,607

Other auditors
Audit or review of the financial report - 89,298 . 89,777 o

Other non-auditservices © - - _
- Cther.advisory services . - - : 4,624 7,778

93,922 107,555

The auditor of Norwood Ab_bgy Limited is Deloitte Touche Tohmatsu. '

CONSOLIDATED

COMPANY
- §000 - . $'000 §000 - §'000

CURRENT TRADE AND 6THER RECEIVABLES
Trade receivables 226 786 1,259 733
Allowance for doubtful debts {165) (131) - -
61 655 1,259 73
Goods and services tax (GST) recoverable 23 52 6 12
Other receivables - 18 - 42
84 725 1,265 787

CURRENT INVENTORIES

Raw materials - at cost - 138 - -
- at net realisable value 304 310 284 310
Work in progress - at cost : 6 5 - -
Finished goods — at cost - 1,964 -
- at net realisable value 803 215 - 215
' 1113 2,632 284 525

4
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NORWOOD ABBEY LIMTED | * |

NOTES TO THE FINANCIAL STATEMENTS :
| o
i FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006 ‘

CONSOLIDATED g COMPANY
2006 2005 2006 2005
$000 5000 | $1000 $000
*'OTHER CURRENT ASSETS
Prepaymenls . T 685 ;714 495 240
—
‘OTHER NON-CURRENT FINANCIAL ASSETS
Shares in controfled entifies (|) o - | - " 15,580 21038
Atfair value (2005: cost) - - | !
Shares and options 6 8 6 6
Non-trade receivables from wholly owned contrelled enfities - L - 15,013 - 19,842
. 6 | - & 30,599 40,886
-
{i

Included in the total is an investment in Norwood Immunclogy Limited, a company [|sted on London Stock Exchange's
Alternative Investment Market, of 103,715 thousand shares with a recorded at cost of $13,881 thousand. The total

. investment had a market valuauon of $98 015 thousand based on the buy pnce quoted at 30 June 2006 (2005;
- $82,887 thousand).

N |

On 8 August 2006, Norwood Abbey lelted disposed of 10,100 thousand Norwood Immunology shares with an
aggregate value of $4,245 thousand (Note 25),

On 31 August 2006, Norwood Abbey Limited entered into agreements to sell 31,395 mousand shares for an aggregate
value of $9,275 thousand (Note 25). A

The market valué of the shares in Norwood immunology lelted at the date of this report is $31,371 thousand.




- NORWOOD ABBEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

11.  PLANT AND EQUIPMENT

: Consolidated o
Leasehold Plant and Equipment Under
Improvements Equipment Finance Lease

atcost at cost - S : TOTAL

$000 §000 - _§'000 $'000
Gross Carrying Value S . .
Batance at 30 Juna 2005 169 2,544 294 3,007
Additions - 23 - 23
Disposals - (418) (107) (525)
Balance at 30 June 2006 169 2,149 187 2,505
Accumulated Depreciation : ‘
Balancs at 30 June 2005 (169) (1,531) (41) (1.741)
Disposals T - 302 36 338
Impairment losses charged to profit (150) - (150)
Depreciation expense . - (257) (44) (301)
Balance at 30 June 2006 (169) {1,636) (48)- -{1,854).
Netf Book Value
As at 30 June 2005 1,013 233 - 1,266
As at 30 June 2006 912 - 138: 650

Company
Leasehold Plant and Equipment Under
Improvements Equipment Finance Lease

at cost at cost TOTAL

$'000 §'000 §000 $'000
Gross Carrying Value - ’ : :
Balance at 30 June 2005 169 2,151 294 2614
Additions - 13 - 13
Disposals - (418) (107) {525)
Balance at 30 June 2006 169 1,746 187 2,102
Accumulated Depreciation
Balance at 30 June 2005 {169) {1,472) (41) (1,682)
Disposals - 300 36 336
impairment losses charged to profit {(150) - (150}
Depreciation expense - (192 (44) (236)
Balance at 30 June 2006 {169) {1,514} {49) (1,732
Net Book Value
As at 30 June 2005 679 253 932
As at 30 June 2006 232 138 370
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'NORWOOD ABBEY LIMITED D

?, NOTES TO THE FINANCIAL ST. ATEMENTS

[
FOR THE FINANCIAL YEAR ENDED 30 JUNE z_oos !

- |
CONSOLIDATED| COMPANY -

2006 2005 | 2006 2005
: L $000 $000 $000 000
a PLANT AND EQUIPMENT {cont'd) ) L
' Aggregate depreciation allocated, whether '
reoogmsed as an expense or capltallsed as part of
Ihe carrying amount of other assets dunng the :
" year o ' P
: ‘ Plant and equipment : 257 281. 192 229
. Leased assets : " 44 45 44 45
‘Leasehold improvements  © < - : - L. - -
) 301 | 3% 236 274
* INTANGIBLES - ‘OONSOIEIDATED
) B . Development | ' Intellectual )
A Costs Patents ' Property Total
. : $'000 $000 | %000 ° " $000
Gross Carrymg Amount . . _ , L |1 R
Balance 1 July 2004 1125 29,464 . 1,450 42,039
Additions 2,306 | 567 1 - 2,873
Impatrment write down T _ (13,431) (14,252} (600) (28,283)
Balance at 30 June 2005 L - 15779, 850 16,628
Addlhons a ’ ' ) . 73 339 1,112
Balance at 30 June 2006 - 16,552 | 1,189 17,741
: |
. CONSOLIDATED
Development | , inteflectual
Costs Patenis , Property Total
; . $'000 $'000 $'000 $°000
Accumulated amortisation and impairment
Balance 1 July 2004 7,007 ¢ - 7,007
Amortisation expense (i) 1,386 - 1,386
Impairment write down - (8, 393L - {8,393
Balance at 30 June 2005 - 1 - -
Amortisation expense (i) 7 - 1?5 | - 178
Balance at 30 June 2006 - i 175 - 175
Net book vatue |
As at 30 June 2005 - 15,779 | 850 16,629
As at 30 June 2006 _ - 16.377 ' 1,189 17,566

(i) Of the charge for the year, $175 thousand (2005:$1,386 thousand) has been ind Jded in the consolidated entities
" administration expenses.

7 Lo
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NORWOOD ABBEY LIMTED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

INTANGIBLES (cont'd)
. ) COMPANY
Development - " Intellectual
Costs Patents Property Total
$'000 $'000 $'000 $'000
Gross Carrying Amount .
Balance 1 July 2004 1,125 1288 600 - 13103
Additions N 569 333 - 902
Impairment write down (11,694) (1621} . (600)  {13,915)
Balance at 30 June 2005 - 8 - - - -
Balance at 30 June 2006 ' ' - - -
COMPANY
Devetopment Intellectual
. Costs - Patents - ' Property * Total
) . e . $000_ - ._$'000 $000 .. . $'000
Accumulated amortisation and impairment . - L D
Balance 1-July 2004 . . e o, - 463 .. 0 . 463
Amertisation expense - 104, G 104
Impairment write down - {567} - (567)
Balance at 30 June 2005 - R - -
Balance at 30 June 2006 - - - -
Net book value -
As at 30 June 2005 - -
As at 30 June 2006 ‘ - -
ASSETS PLEDGED AS SECURITY

In accordance with the security arrangements of liabilities, as disclosed in notes 15 and 17 to the financial
statements, cerfain financial and intangible assets of the company have been pledged as collateral for those
ligbilities. At 30 June 2006 the carrying value of the assets pledged as security was $4,085 thousand.

CONSOLIDATED COMPANY
2006 2005 2006 2005
$'000 $°000 $'000 $'000
CURRENT TRADE AND OTHER PAYABLES
Trade payables 1,606 1,078 1,040 354
Accrued payables 2,219 1,583 784 737
3,825 2661 1,824 1,091




NORWOOD ABBEY LIMITED

NOTES TO THE FINANCIAL STATEMENTS

\ : !
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006 -

|
CONSOLIDATED COMPANY

2006 2005 2006 2005
C $'000 $'000 : $'000 $'000
15. CURRENT BORROWINGS o
: Secured:
: At amortised cost
- Notes payable (i) - 6,562 -
‘Note payable (ii o 3,441 . 3,441 .
"Finance lease liability {iii) (note 23) . 27 4 27 41
3468 |

6,603 3,468 4

(i) This loan is denominated in US dollars and is secured by the assets acquired in the purchase of the Epi-Lasik business and
all proceeds thereof, Interest is calculated at a rate of 5% p.a, The loan was patd in full dunng the current financial year,

i(||) :On 20 April 2006 the company raised US%$3,000 thousand through the issue of 12 month convertible notes. The notes
+  were issued with an interest rate of 12% per annum. The notes are convertible al USD 0.35 per share. These notes are

secured, as disclosed in note 13, by the pledge of certain non current fihancial assets of the company. The carrying value
of these assets is $2,234 thousand. The face value of the notes outstandmg at 30 June 2006 have been reduced in

recognition of the value of the attached options.
(i) Secured by the assets Ised.
16. CURRENT PROVISIONS

* 248 0 25

Employee benefits 213
| Resfructuring costs (note 19) : : 363 131 383 131
Surplus lease space (note 19) . 41 98 4 98
. : 617 477 - 544 464
| 49




117.

0

NORWOOD ABBEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

CONSOLIDATED COMPANY
2006 2005 2006 2005
$°000 $'000 $'000 $'000
NON-CURRENT BORROWINGS
Unsecured: at amortised cost ] :
Loans from subsidiaries ’ -~ _ - - 3,923 3,103
o - - 3923 3,103
Secured: ol
Atamortised cost
Notes payabie {i){ii) . . 11,849 - 11,949 -
Finance leass liability i) (note 23) : 131 29 - .1 229
' 12,080 - 229 - 12,080 229

12,080 229 - 16,003 - 3,332

On 31 August 2005, the company raised $13,300 thousand (US$ 10,000 thousand) from the issue of unlisted convertible notes.
The notes were issued in two equal tranches. The Tranche A notes are repayable two years from the date of issue with an
interest rate of 3.5% per annum. The Tranche B noles are payable three years from the date of issue with an interest rate of

4 5% per annum. Both tranches are convertible into Norwood Abbey Limited shares at $0.42 each during the term of the notes
or at & 10% discounl to the volume weighted average closing price at maturity. Both tranches of notes are secured, as
disclosed in note 13, by the pledge of certain non current firancial assets of the company. The carrying value of these assets
subject to security at 30 June 2006 was $1,862 thousand. On 31 August 2006, Norwood Abbey Limited disposed of 31,385

. thousand Norwood Immunology Limited shares for an aggregate value of $9,275 thousand (US$7,000 thousand). Proceeds

from the sale of these shares was used to discharge convertible notes from both Tranche A and B {note 17). - Notes that remain
outstanding at 30 June 2006 with an aggregate face value of US$3,000 thousand are from Tranche A and B equally.

(i} The face value of the notes outstanding at 30 June 2006 have been reduced in recognition of the value of the attached options,
(i} Secured by the assets leased.

18.

NON-CURRENT PROVISIONS
Employee benefits 300 247 263 128
Surplus lease space (note 19) - 41 - 41

300 288 263 169
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NORWOOD ABBEY LIMITED -

NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006 '

PROVISIONS

Balance at 1 July 2005

Additional provisions recognised

Reductions anising from payments/other sacrifices of future
economic benefits

Reductions resulting from r&measurement or settiement

. without cost .

Balance at 30 June 2006

Current (note 16)

' Non-current {note 18) ..

CONSOLIDATED COMPANY
Provision Pravision
- | for - for
Provision Restructure Provision  poovo eure
for Surplus ‘ and forSumplus o,
Lease Termination " Lease Termination
Space " Space [y
$000 $'000 : $'000 $'000
139 13 139 13
- 1,004 962
(862) {330}
(98} (98)
a1 o 4 363
L :
41 < 363 .4 363
41 | . 383 41 363

( )- The provision for restructure and termmahon costs represenls Ihe present value of the directors’ best estimate of the costs
directly and necessarily caused by the restructuring that are not associated with the orgomg activities of the entity, including
termmation beneﬁts The restructunng was s'gmﬁuntry complete as at the end of theﬁnanctal year.

51
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NORWOQD ABBEY LIMITED
NOTES TQ THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

CONSOLIDATED COMPANY

2006 2005 2006 2005
' . $:000 $000 $:000 §'000
ISSUED CAPITAL
Fully paid ordinary shares
191,416,142 fully paid ordinary shares (2005, 185,741,408) 100,895 99,408 100,835 99,408

Changes to the then Cofporations Law abolished the authorised capital and par value concept in relation to share capital from 1
July 1998, Therefore, the company does not have a limited amount of authorised capital and issued shares do not have a par
value

COMPANY ‘ COMPANY .
- 2006 . 2005
No. N ] ¥ No. §
‘000 '000 ‘000 '000
Fully Paid Ordinary Shares . _ _ : o _
Balance at beginning of financial year T 185,741 99,408 161,044 85,651
Shares issued T : ' : C
-gash .+ . - . - 1,000 . 400 . o 16700 8,362
. -poncash - . - .t . : 4675 . 1,087 - 8,000 5,640
Share issue costs - 0o _r -,y - (245)
Balance at end of financial year . 191,416 100,885 189,741 99,408

Fully paid ordinary shares carry one vote per share and carry thelljighl to dividendé. ' .

Share Options -

- Details of the employee option plan are contained in note 5 to the financial statements and detalls of key management

personnel holdings are contained in note 30(¢) to the financial statements. -

52
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NORWOOD ABBEY LIMITED

NOTES TO THE FINANCIAL STATEMENTS |

FOR THE FINANCIAL YEAR ENDED 30 JUNE'ZOOQ

i!LOSS PER SHARE
3;Basic and diluted earnings ssr sharé

:The weighted average number of ordinary shares on issue
durlng the financial year used in the calcutation of basic
eammgs per share and diluted earmngs per share

|
CONSOLIDATED

i COMPANY
2006 2005 . 2006 2005
$'000 $'000 | $'000 $'000
i i
Pl 2008 2005
Cents pershare  Cents pershare
{12.05) (21.97)
. 2006 2008
: Ne. No.
|
188,577,786 171,728 526

’

AII oplions on issue during the year are considered potential ordinary shares and are therefore exciuded from the weighted

average number of ordinary shares used in the calculation of basic earnings per share.

*All options on issue during the year are considered potential ordinary shares for the purposes of calculating dlluted earnings per
share Potential ordinary shares that are not dilutive are excluded from the calculation of weighted average number of ordlnary

Earnings used in the calculation of basic earnings per share

and diluted eamnings per share reconciles to the net profitin

the income statement as follows:
Net Ioss

Net loss used in the calculahon of basic earnlngs per
share and diluted earnings per share

The following potential ordinary shares are not dilutive and
are therefore excluded from the weighted average number
of ordinary shares and potentlal ordinary shares used in the
calculation of diluted earnings per share:

Options - Crdinary shares

N shares and potentlal ordlnary shar&s used in the calculation of diluted earnings per share

?

. 2(:06 2005
. $000 $1000
!
|
: 2,717 37724
|
: 0717 37,724
!
| 2006 2005
| No No.
|
15,985,000 7 850,000




23.

NORWOOD ABBEY LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FORTHE FINANCIAL YEAR ENDED 30 JUNE 2008

CONSOLIDATED - COMPANY
2006 2005 2006 2005
$'000 $'000 $000 $'000

COMMITMENTS FOR EXPENDITURE

. (&} Lease Commitments

Finance lease liabilities and non- cance]lable operatmg Iease commitments are disclosed in note 23 to the financial
statements. .

(b) - Other Expendr:tue Commitments
Expenditure commitments refating to research projects

Not longer than 1 year 815 - 824 567 266
Longer than 1 year and not longer than 5 yeas - 328 - -
Longer than S years - - - -
815 1,152 567 266

LEASES

Finance Leases

" Leasing Amangements

Finance feases relate to motor vehicles with lease terms of 4 years The consoltdated enuty has the option to purchase
the vehicles for a nominal amount at the conclusion of the lease arrangements.

Finance fease liabilities L

- Not later than 1 year 37 o9 37 39

- Later than 1 year but not later than 5 years 142 257 142 257

Minimum lease payments (i) 179 316 179 316

Less future finance charges ‘ (21) (46) (21) {46)

Present value of minimum lease payments 158 270 158 270

Included in the financial statements as:

Current borrowings (note 15) 27 41 27 41

Non-cument borowings {rote 17) 13 22 13 229
158 270 158 270

' {)) Minimum future lease payments include the aggregate of all lease payments and any guaranteed residual

54




NORWOOD ABBEY.LIMITED-

23. LEASES {contd

- Operating Leases
" Leasing Amangements

‘The operating leases are non-cancellable operating leases over various items of oﬂ' ice eqmpmenl and |eases over

NOTES TO THE FINANCIAL STATEMENTS |
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

1

officelwarehouse facility. The Australian office lease is for three years with a further optlon periods of three years. The
company's bankers issued a bank guarantee in favour of the landlord which is secured by part of the cash on deposit The
operafing lease contract contains a market review clause in the event that the oompany exercises its option to renew. The

“lease term.

Non-cancellable operating leases.
' - Notlater than 1 year
" - Later than 1 year but not later than 5 years

In respect of the non-cancellable cperaling leases for
-office space the following liabilities have been
: recognised: .
; Cument provisions {note 16)
: Surplus lease space
" Non-current provisions (note 18)
Surplus lease space

.company does nol have an option to purchase any of the assets subject to an operahng lease at the completion of the

CONSOLIDATED COMPANY

$000 $000 $000 $000
260 480 186 Y7
207 - 520 . 186
467 71,000 1% 558

o

41 - 98 a1 o8
N 4 - 41
Y A1 139

[ 139
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NORWOOD ABBEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

CONTINGENT LIABILITIES

Royalties:

{a) During 1994, Electrospect, Inc. ("Electrospect’) (formerly Transmedica International, Inc. which was acquired by the
company on 23 December 1999} paid a licensing fee to Massachusetts General Hospital for a patent rights license agreement.
The licence fee, net of accumulated amortisation, is included on the statement of financial position as patent costs. Under the
terms of the agreement, Electrospect, Inc. will be required to pay additional royalties on products sold which are covered by the
patent right. The directors consider that no royalties are due and payable as at 30 June 2006. Such royalties are to be
computed at 5% of the net sales price in the case of products subject to exclusive licence and 2.5% for products non-
exclusively licensed and 1% of the net sales price in the case of certain other products.

(b) On 14 June 2000, Norwood Abbay Limited entered inte an agreement with University of Arkansas Medical Services
(“UAMS" to amend the rovalty agreement between Electrospect, Inc. and UAMS dated 19 December 1994, This agreement
provides for a maximum royalty at the rate of 2.5% of the net sales of devices manufactured for the withdrawal of blood or the
delivery of local topical anaesthesia using a laser device (capped at $1,000,000 per annum). If a royalty is payable to a third
party then the 2.5% rate shall be reduced by the percentage royalty payable to such a third party except that the royalty rate
payable to UAMS shall never be less than 1.0%. The directors consider that no royalties are due and payable asat 30 June
2006.

{c) On 17 June 2003, Norwood lmmundogy lerted entered into an agreement wlth Monash University. Under the terms of
the agreement a royalty is payable to Monash University on income, from commercial sales or sublicense payments received
by Norwood Immunology Limited from the commercial exploitation of the technology purchased from Monash University. The
royalty rate varies between 7.5% and 3.5% depending on the number of additionel licences payable to third parties. "

{d) On 27 June 2003, Norwood Immunology Limited entered into an agreement with Assodate Professor Richard Boyd. Under
the terms of the agreement a royalty of 2 5% is payable to Or. Boyd and his faboratery on income from commercial sales or
sublicense payments recsived by Norwood Immunology Limited from the commercial exploitation of existing technology
developed. In addition, Dr. Boyd and his laboratory are entiled to 7.5% of license fees, royalhes and milestone payments
received by the company from the commercialisation of any new tech nology.

() On 27 April 2004, Sightrate B.V. entered into an exclissive licence agreement with FOS Holdings S.A. a Luxemmbourg
corporation. Under the terms of this agreement a royalty of 10% is payable to FOS Holdings S.A., for a period of 20 years, on
net sales from agreed products whose manufacture or sale is covered by a valid patent daim in the country of manufacture or
sale. In addition a royalty of 8% is payable, for a period of 10 years, on net sales of agreed products whose manufacture or
sale is not covered by a valid patent claim in the country of manufacture or sale.

{f) On 23 March 2006, Norwood EyeCare Pty Ltd. entered into an exclusive licence agreement with Tissue Engineering
Refraction, Inc. an United States corporation. Under the terms of this agreement Norwood EyeCare Ply Ltd has licensed a
portfolio of intellectual property and in retum for a royalty of 3.5%is payable to Tissue Engineering Refraction, Inc., for a period
of 15 years, on net sales from agreed products whose manufacture or sale is covered by a valid patent claim in the country of
manufacture or sale.

(g) Other royalty obligations are considered not to be material on the basis that such obligations will either have expired prior to
the first commercial sale, are capped at amounts which are nol material or are predicated upon sales through particular
distrbution channels in respect of which Norwood Abbey Lid has no obligation to sell.
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CONTINGENT LIABILITIES {cont'd} i
|
I

1 Licence agreements:

* {h) On 22 December 2000 the company entered into an agreement with Monash Unwerstty for a worldwide exclusive licence to

*exploit kechnology licensed from Monash University. This agreement has since been superseded by an agreement signed on

17 June 2003. In terms of this licence the company has agreed to pay an amount up t to a maximum of $650,000 contingent on
meeting various regulatory approvals. Regulatory approvals are sub]ect to successful oompletron of clinical trials which are
continuing. P

- (1) On 27 April 2004, Sightrate B.V entered into an exclusive licence agreement mth FOS Hotdtng SA a Luxembourg

: corporation. Under the terms of the agreement Sightrate B.V. will pay FOS Holdmgs S.A. anon-refundable, non-creditable

: milestone payment of US$ 750,000. The timing of the payment is dependent on reaching certain Net Sales targets. A second
" non-refundable, non-creditable milestone payment of US$ 750,000 is payable on the ﬁrst anniversary of the milestone listed

* above. :

(i) On 23 March 2006 Norwood Eyecare Pty Ltd entered into an exclusive licence agreement with Tissue Engineering
: Refraction, Inc. an United States corperation. Under the terms of the agreement Norwood Eyecare Pty Ltd. will pay Tissue
; Engineering Refraction, Inc. a non-refundable, non-creditable milestone payment of US$ 200,000. The tlmlng of the payment is

dependent on reachlng certain Net Sales targets. . ‘ Lo
N !

i SUBSEQUENT EVENTS

Smoe the end of the financial year the company has repaid $1,977 thousand (US$1 500 thousand) in principal from the
oonvertlble notes entered mto by the oompany in Apnl 2006 (note 15(i)). The aggregate outstandlng after repayment is
US$1 500 thousand. -

On 8 August 2006, Norwood Abbey L|m|ted d|sposed of 10,100 thousand Norwooo Immunotogy Limited shares for
. consideration of$4 245 thousand. The book value of these shares was $1,352 thousand Norwood Abbey Limited owned
75 95% of Norwood Immunclogy Limited immediatety after completion of this transactlon :

On 31 August 2006, Norwood Abbey Limited disposed of 31,395 thousand Nonvood Immunology Li mlted shares for an
i - aggregate value of $9,275 thousand. Proceeds from the sale of these shares was used to d:soharge two convertible notes

i {note 17). The book value of these shares was $4,202 thousand. Norwood Abbey Limited owned 50.22% of Norwood

* Immunology Limited immediately after completion of this transaction. On 31 August 2008, Mr. J. Bell, Mr. R. Zahn and Mr. R.
* Lewis resigned from the Norwood Immunology Limited Board of directors. Upon oompletton of this transaction Norwood Abbey
, Limited continued to hold 62,219,264 shares (50.21%) in Norwood Immunology mete_d Norwood Abbey Limited

. representatives fill two of the five Norwood Immunology Limited board positions.

" On 31 August 2006, Norwood Immunclogy Limited entered into a secured loan agreement to raise $1,000 thousand The loan

IS repayable within 12 months and bears an inferest rate of 12% -
o
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SEGMENT INFORMATION

Extemal Sales Inter-segment Other Total
Segment Revenues 2008 2005 - 2008 - 2005 2008 2005 2006 2005
$'000 $°000 . $000 . --§000 §900 $'000 $'000 $'000
Devices Division 687 2,196 - 687 2,196
Immunotogy Division - - - - -
Other . - - - -
Total of all segments 687 2,196 687 2,196
Eliminations : - -
Unallocated - {158) 1,568
Consofidated 529 3,764
Segment results 2008 2005
$000 $'000
Devices Division {8,870) {21,632)
Immunology Division -(7,055) - {9,608)
Total of all segments " (15,925) {31,150)
Eliminations L e 600
Unallocated . (7.802) (8,012)
Loss from ordinary activities before income tax expense v (23,727) .{38,652)
Income tax expense relating to ordinary activities - -
Loss from ordinary activifies after related income tax expense {23,727y (38,652
Net Loss . (23,727) (38,652)
) Assets o .. Liabilities
Segment assets and liabilities 2006 205 2008 2005
 §°000° $'000 - $000 - $000
Devices Division 14,775 16,320 2,820 7.676
Immunology Division 5,378 11,593 2236 1,446
Other ‘ - - -
Total of all segments 20,153 27,913 5,056 9,122
Eliminations - - - -
Unallocated 640 1,921 15,234 1,136
Consolidated 20,793 29,834 20,280 10,258
ces Divislo Immunology Division
Other segment information 2008 2005 2006 2005
. _ $'000 $'000 $000 $'000
Acquisition of segment assets 72 115 1,225 4497
Depreciation and amortisation of segment essets 448 1,499 28 213
Impairment of inventory 1,526 594 - -
Impairment of investments - - 811
Impairment of development cost - 7,315 - 6,116
Impairment of capitalised patent costs 6,459 - -
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26. SEGMENT INFORMATION (contd)

Geographical Segment Information Revenue from Extemal . Seqment Assets Acquisitlon of segment
- Customers . Assets
Geographical Seqment g 2008 2005 2008 2005 2008 2005
' $000 $000 $'000 _$000 $'000 §'000
Asia - 442 : 116 - -
North America 259 407 5,444 3,166 423 22

~ Australia 30 60 2,493 11,545 12 894
Europe 101 1,053 12,805 11,633 1512 -

i Middle East 80 234 ‘ - 85 - -

; Unallocated 157 - L9 3,289 - 497

" Consclidated 637 2,196 20,793 29,834 1,847 1,612

GONSOLIDATED COMPANY
L2006 2005 2006 2005
' ‘ $'000 $'000 - §'000 $'000
27. NOTES TO THE CASH FLOW STATEMENT ' C B
“(a) " Reconciliation of cash

. For the purposes of the statement of cash flows, cash indudes

~cash on hand and in banks. Cash at the end of the financial \

+ year as shown in the cash flow statement of cash flows is
recondiled to the related items in the balance shest as follows: : ‘

", . Cash , 689 7,862 377 905
(b -; Reconciliation of loss from ordinary activities after related

© income tax to net cash flows from operating activities _

Loss from ordinary activities after related income tax (23,727} | (38,652) {32,543) (24,948)

. Depreciation and amortisation of non-current assets 476 1,712 236 378

" Unrealised foreign exchange loss/{gain) ' {925) (T64) (943) 831

" Equity settled share based payments - 750 26 750 26

. (Gain)Loss on disposal of non-cutrent assets 34 {5) KV (%)

- Impairment of capitalised patent costs - 6,459 - 1,654
Impairment of inventory 1,526 724 237 594

- Impairment of investments 811 ‘ - - -

" Impairment of investments in subsidiaries - .- 5,458 -

- Impairment of development costs - 13,431 - 11,694
Impairment of receivables - - 17,662 523
impairment of non-cumrent assets 150 150 -

)

i Changes in net assets and liabilities, net of the sffects of
purchase of subsidiaries: : '

.{Increase)decrease in current receivables 640 715 (1,399) (647)
{Increase)/decrease in current inventories 25 ~{120) 4 (59)

{Increase)decrease in current prepayments 29 - (245) (255) {144)

" Increased(decrease} in curent payables 2,353 (5,570) 2823 {2,903)
Increase/{decrease) in provisions 282 268 304 184

" Net cash used in operating activities (17.576) | (22,021) {7,482) {12,822)
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NOTES TO THE CASH FLOW STATEMENT (cont'd)

Finance facilities

Lease finance faallty reviewed annually *
- amount used

- amount unused

Equity line facility
- amount used
- amount unused

CONSOLIDATED

. . COMPANY
2006 2005 2006 2005
. §000 $000 $000 $000
158 270 - 158 270
192 80 192 80
350 350 350 350
©.20000 - 20,000 © - 20,000 20,000
20000 20,000 - 20,000 20,000

The company cumently has a $20 million equny facahty with Global Emergtng Markets Inc. expiring in Apnl 2008. This facility allows the
company to draw down funds during the period of the facility. The total amount of funds available et any one draw down is dependent
on trading volumes of NAL shares. Based on historic average trading volumes, funding of appro;umatety $500,000 to $1m is Ilkeiy to

be available dunng tha 2007 financial year if reqmred to supplement the other funding optlons

28.

SUBSIDIARIES
Name of Entity Country Of Ownership Interest
Incorporation 2006 200
A “u %
Parent Entity - '
Norwood Abbey Limited (i) Australia
Subsidiaries )
Norwood Immunolegy Lid (n) Australia 8370 8370
Norwood Immunology, Inc. USA. 100 100
Norwood Devices Pty Ltd (fii) Australia 100 100

Cortrolled Entity )

Norwood EyeCare Ply Lid (m) Australia 85 . 100
Norwood Abbey, Inc. USA. 100 100
Eliza, Inc. USA. 100 100
Electrospest, Inc. USA 100 100
Sightrate B.V. Netherands 100 100
Spectral BioSystems, Inc. USA. 100 100
Norwood Lasers UK. UK. 100 100

{i) Norwood Abbey Limited is the head entity within the tax-consolidated group.
{fi) Subsequent to balance date Norwood Abbey Limited sold 41,495 thousand shares in Norwood Immunology and
reduced it's holding to 50.2%. Concurrently, three Norwood Abbey Limited representatives resigned frem the board
of directors of Norwood Immunology Limited. Norwood Abbey Limited currently has two representatives of the five

member board of Norwood |mmunology Limited.

{ili) This company is 8 member of the tax-consolidated group.
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X

d)

e)

FINANCIAL INSTRUMENTS

Significant Accounting Policies

006

'
|
|

!

Details of significant accounting policies and methods adopted including the cntena for recognition, the basis of
measurement and the basis on which revenues and expenses are reoogmsed in respect of each class of
financial asset, financial liability and equity instrument are disclosed in note 1 to the financial statements.

Credit Risk Management

Credit risk refers to the risk that a counterparty will default on its contractual obllgahons resulting in financial loss
to the consolidated entity. The consalidated entity has adopted the pohcy of only dealing with creditworthy

counterparties. The consclidated enlity measures credit risk on a fair value basis.

The consolidated entity does not have any significant credit risk exposure t|o any smgle counterparty or any group

of oounterpames having similar characteristics.

" Fair Value of Financial Instruments

The carrying amount of financial assets and financial Ilabnllhes recorded in

'
+ 7 -t
P |

U

he f nancial statements represents

. The carrylng amount of financial assets recorded in the finandial statements net of any provisions for losses,
. represents the company’s maximum exposure-to credit risk without taklng aocount of the value of any collateral
or other secunty obtained. :

|-

their respective fair values, detérmined in accordance with the accounting pohmes disclosed in note 1 to the

which is valued al cost, refer note 10.

" Foreign Currency Risk Management )

" financial statements, with the exception of the investment held by the company in Nornwood Immunology Limited

Since a proportion of the consolidated entity’s operating expenditure is mcurred in US dollars and British pounds,

the consolidated entity is vulnerable to exchange rate fluctuations between

the US dollar and Briish pound and

the Australian dollar. The company currenfly does not hedge against this exposure'

Fair Value of Call Option and Investment

b

|
[

The call option purchased during the year by Norwood Immunclogy Ltd to purc}hase the outstanding capital in
Bestowi! Holdings has not been valued as thers is not sufficient certainty that the consolidated entity will exercise

the option which expires on 31 December 2006.

The carrying value of the investment in Bestowil Holdings in the consolidated ﬂnanolal statements has been
impaired to NIL {cost: $811 thousand) . There is insufficient evidence to be able to justify carrying the

investment

61
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29, FINANCIALINSTRUMENTS contd

U/

Interest Rate Risk

The follomng table details the consohdated entity’s exposure to interest rate risk as at 30 June 2006.

Awerage
Interest
Rate
2008 %
Fnancial Assets
Cash ) 4
Receivables : -
Other
Financial Liabiities
Accounts payable
Finance lease * . 7
- Employee benefits -
- Notes Payable (note 15(1)) - - 14
- Noiles Payable (nate 17 () - 4
Fnancial Assets
Cash 5.
Recemables -
Other
Finandiaf Lisbdities
Accounts payable
Finance lease 7
Employee benefits -
Notes Payable (note 15 (i) 5

30. RELATED PARTY DISCLOSURES

a)

b)

Equity Interests in Subsidiaries

statements.

Fixed Interest Rate Maturity

Variable Less . - 1to 5 More Non- Total
Interest than 1 Years than Interest
Rate Year : . S5Years Bearing
$000 $'000 $'000 " §000 $'000 $'000
689 . 689
- 84 84
- 685 685
689 769 1,458
28 - - 3,798 3825
- 27 131 - 158
- - 513 -3
3441 - . - 3441
- - . 11949 .. .. - - - 11,949
28 3,468 12,080 - 4311 19,886
7862 - 7,862
' - 725 725
- 714 714
7,862 1,439 9301
3 - - 2628 2661 .
- 4 229 - 270
- - - 435 495
- 6,562 - - - 6,562
33 6,603 229 - 3423 9988

Key Management Personne! Remuneration

- Details of the percentage of ordinary shares held in controlled entities are disclosed in note 28 to the financial

Detalls of key management personnel remuneration are disclosed in note 4 to the financial statements.
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30. RELATED PARTY DISCLOSURES (cont'd)

c) Key Management Personnel Equity Holdings

i

Ordinary shares
Balance@ | Grantedas | Recelvedon Net Other Bakance @ Balance Issuing
1July 2005 | remuneration | exercise of change 30 June 2005 held Entity
options nominally (
No. - No. No. -
Directors : : o
P.J. Hansen 21,310,000 - 21,310,000 NAL
R.S. Lewis 1,660,000 - . 1,660,000 NAL
E.HS. Wyatt . - - ) -
R.W. Zahn - -
| W. Hunter - -
Executives ) !
B. Romanin (i) 28,000 (28,000} NAL
RG, Walmsley (i) 850,000 (850,000% | - NAL
J.H. Bell - 38,500 - 38,500 NAL
) 23 886,500 (878,000} | 23,008,500
RF. Wiiams 197,368 - 197,368 NIM
R. Scarrott 26,316 - 26,316 NIM
223,684, : 223,684
o ) |
Balance @ | Grantedas | Receivedon Net Other Babnce @ Balance Issuing
1July 2004 | remuneration | exercise of change 30 June 2605 held Entity
options . nominally ]
\ No. No. No.
Directors |
P J. Hansen 21,310,000 |- 21,310,000 NAL
R.S:Lewis 1,660,000 - 1,660,000 NAL
E.HS. Wyatt - - -
RW. Zahn |-
LW Hunter |-
Executives |
B. Romanin (i) 28000 I- 28,000 NAL
R.G. Walmsley (i) 850,000 |- * 850,000 NAL
JH.Bel 38,500 |- 38,500 NAL
‘ 23,886,500 |- 23,885,500
RF. Williams 197,368 |- 197,368 NiM
R. Scarrott _26,316 |- 26,316 NIM
: 273,684 - 223,684

0] Irssuing entity - Norwood Abbey Limited (NAL} and Norwood Immunology Limited {NIM).

{ii} This specified director/executive resigned during the period and accordingly the closing balance for the director/executive has been shown as nil
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30. RELATED PARTY DISCLOSURES (cont'd)

¢)  Key Management Personnel Equity Holdings

Share Options L :
Bal @ Granted | Exercised Cther Bal@ Bal Vestedbut | Vested Options | Issuing
1July as change 30 June Vested not and vested Entity
2005 remun- 2008 @ exercise- | exerclse | duringthe (]
eration : 30June .| . able -able year
No. No. No. No. No. . No. No. . No. No.
Directors
P.J. Hansen -
D.M. Ryan
RS. Lewis -
JE. Jefferis - - - - -
EHS. Wyatt 50,000 50,000 50,000 . 50,000 NAL
R.W. Zahn 50,000 - - 50,000 50,000 - 50,000 NAL
I.W. Hunter 550,000 | 500,000 (1,000,000 50,000 50,000 50,000 NAL
650,000 | 500,000 {1,000,000) 150,000 150,000 150,000
Executives
B. Romanin - 750,000 {750,000} ! NAL
R.G. Walmsley* L : : NAL
J.H. Bell 250,000 (250,000) NAL
1,000,000 {1,000,000) - -
RF, Williams 4658684 4658684 | 4658684 NIM
R. Scarott 903,159 —_ - 903,159 903,159 1. - - NIM
5561843 | 500,000 {2,000,000) | 5711,843 { 5711843
Bal@ Granted | Exercised Qther Bal@ Bal Vestedbut | Vested Options | Issuing
1duly . as change 30 Juns Vested: not and vested Entity
2004 remur- 2005 @ exercise- | exercise | duringthe 0]
eration 30 June able -able year
2005
No. No. No. No. No. No. - Ne. No. No.
Directors ] -
P.J. Hansen - - -
D.M. Ryan -
R.S. Lewis -
JE. Jeflents - - - - -
E.HS. Wyait 50,000 50,000 50,000 50,000 50,000 | NAL
RW. Zahn 50,000 50,000 50,000 50,000 50,000 | NAL
| W. Hunter 550,000 550,000 550,000 550,000 550,000 | NAL
Executives
B. Romanin 1,020,500 {270,500) 750,000 750,000 750,000 NAL
R.G. Walmsley 275,600 (275,600) - - - NAL
JH. Bel 496,200 (246,200) 250,000 250,000 250,000 NAL
1,792,300 {792,300) | 1,000,000 [ 1,000,000 | 1,000,000 .
RF. Wiliams 5,746,052 (1.087,368) | 4696,684 | 4,058,684 NM |
R. Scarroft 39,474 (863,685) 903,159 903,159 NIM
5,785,526 (223,683) | 5561,843 | 5561843
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30. RELATED PARTY DISCLOSURES (cont'd) - | \

CONSOLIDATED COMPANY
2006 12005 2006 2006
$ 1$ $ $
d) Other transactions mth key management '
personnel
' . The operating less before income tax includes the '
l * following items of expense that resulted from
‘ transactions with directors or their director-related
entities;
. |
Consultancy fees . 80,469 - 129,219 90,469 128,216

‘ Dunng the financial year, Prof. |.W. Hunter, prowded consultancy services to the company totalling $80,129
{2005:$107 456). Prof. . W. Hunter receives a monthly reialner for prowdmg services asa member of the Scientific
Advrsory Board, . ' v

'Dunng the finandial year, Lewis Trende, a firm associated with Mr. R.S. Lems provided corporate consultancy
services to the company totalling $10,340 (2005:$21,760). Services are prwnded on an ad hoc basis and charged at
commercid hours rates. There is no formal contractin place.

'¢)  Transactions Within the Wholly-Owned Group

The wholly owned group includes:
¢ the ulimate parent entity; and
» the whally-owned controlled entities.

Amounts receivable from entities in the wholly-owned group are disclosed in note 10 to the finandial statements.

During the financial year the ultimate parent entity provided administration serwces to Nerwood Immunology Limited
for a total fee of $490,000 (2005 ; $600,000). Interest is charged on the outstandmg kalance at the 90 day bank bill
rate.

During the finandial year the ullimate parent entity provided administration services to all other entities in the wholly-
group for no charge. i

‘0 ParentEntity |

|
The ultimate Australian parent entity and ulimate parent entity in the consolidated entity and the wholly-owned

group is Norwood Abbey Limited.
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31. IMPACTS OF THE ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL

REPORTING STANDARDS
 Consolidated Company
Effect of A-IFRS on the Super- Effect of Super- Effect of
balance sheet as at 1 July seded transition seded transition
2004 . policies* to AIFRS - A-IFRS - policies* toA-IFRS  A-IFRS
Note ' 5'000 $'000 5’000 $'000 $'000 $'000
Current assets N .
Cash and cash equivelents 23 294 - 23 294 11,865 11,865
Trade and other _ 140 140
receivebles 1,570 - 1, 570
Inventaries 3,106 - 3,106 874 974
Current tax assets - - - 181 181
Other 469 - 469 - . -
Total current assets 28,439 - 28439 13,160 13,160
Non-current assets: ' ' ‘
Other financial assets 6 - 8 29,774 - 29774
Plant and equipment d 1,291 - 1,291 1,012 - 1,012
Deferred tax assets - - - - -
Other intangible assets ; 23,907 - 23,907 2,025 . - 2,025
Other b 23395 (12270) 11,125 19,016 (7.891) 11,125
aogtg o eurrent 48509 (12.270) 36329 51827 (7.891) . 43,936
Total assets 77.038  (12,270) 64,768 - 64,967 {(7,891) 57,096
Current liabilities o _ o
Trade and other payables 5,642 - 5642 2,885 - 2,885
Borrowings 7,208 .- 7,298 55 - 55
Current tax payables - - - - - -
Provisions - 358 - 358 310 - 310
Total current liabilities 13,298 - 13,298 3,250 3,250
Non-current liabilities
Borrowings 5,881 - 5,881 3,364 3,364
Deferred tax liabilities - - - - -
Provisions 139 - 139 139 139
Total non-current liabilities 6,020 - 6,020 3,503 3,503
Total liabilities 18,318 - 19,318 6,753 6,753
Net assets 57,720 (12,270) 45,450 58,234 {7,891) 50,343
Equity
Share capital 95725 (10,074) 85,651 85,651 85,651
Reserves e {57) 10430 10,373 - 356 356
Accumutated losses g (42,283) (12,626)  {(54,809) (27,417) {8,247) (35,664)
Parent entity interest 53385 (12,270) 41,115 58,234 (7,891) 50,343
Minority interest 4,335 4,335 - - -
Total equity 57,720 (12,270) 45450 58,234 {(7,891) 50,343

* Reported financied position as at year ended 30 June 2004,
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31. IMPACTS OF THE ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL

REPORTING STANDARDS (cont'd}

Effect of A-IFRS on the income statement for the financial year ended 30 June 2005. I

Consolidated Company
Super- Hfect of Super Hfectof -
seded fransition ‘seded [ transition
: policies* to AIFRS A-FRS polluas'l to AIFRS  A-IFRS
: Note 000 $000  ° $'000 [$000 . §000  $000
Revenus L 2,196 2,196 58’ 58
Cost of sales {1,042) {1,042) (24’ {24)
Gross profit 1,154 1,154 ¢34 34
Other income 1,595 - 1,595 1192 - 192
Distribution expenses {4,641) - {4,641) {2,398), - (2,398)
Marketing expenses {3,241) {3,241) (1272 - (1,21
Occupancy expenses (387) {387} (363) - (363
Administration expenses {12,184) 183 (12,001) {5,828) (26) . (5.854)
Finance costs {421) - {421) '(18) - (18)
Impairment of inventory (724) (724} (594) - .. (594)
Write down of research .
and development costs (25,701) 12270 (13,4%1) {19,585) 7,891 '_"‘(11 694)
Write down of patent costs {6,459) - (6,459) {1654) - (1,654)
Other expenses R (96) {96) (1,327) - 1,320
Profit before income tax ~ o » | i ‘
expense - o T (51,105). 12,453 (38,652) {32.813). 7,865 _ (24,948)
Income tax expense - - - . :
Profit for the period } (51,105) 12453  (38,652) (32,813)! 7,865  (24,948)
Profit attributable to minority 5 P
interest 1,566 {638) 928 -
Profit attributable to members of , SR I B
the parent entity (49,539} 11,815 (37,724) (328131 7,860  (24,948)

-

Reported financial results under previous Australian GMP.
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31. IMPACTS OF THE ADOPTION OF AUSTRALIAN EQUIVALENTS T0 INTERNATIONAL FINANCIAL
REPORTING STANDARD (cont'd)-

Effect of A-IFRS on the balance sheet as at 30 June 2005

Consolidated . Company
" Super- Effect of - . Super-  Effect of
" geded - transition " seded transition
policies*  to AFRS AIFRS - ' policies* toAJFRS  A-IFRS
, $'000 $000 - %000 - . $'000 $'000 $000

Current assets
Cash and cash equivalents - 7862 - ] 7,862 - .805 . 905
Trade & other receivables ) ' . 125 787 787
Inventories - 2632 2,632 525 525
Current tax assels ' T ) - - -
Other o ' 714 ' 714 240 - 240
Total current assets 14,933 - 11,933 2457 . - 2,457
Non-current assets ' . ’ ' .
Other financial assets ~ "6 ' -8 40,886 40,886
Property, plant and eqmpment ’ 1,266 1,266 932 932
Deferred tax assets . = - A | - . "t . : : -
Other intangible assets c 19,221 -(2,592) 16629 - - " -
Other - T ST . -
Total non-current assets ' " 20,483 (2592) 17,90 41818 - 41818
Total assets ' o 32,426 (2592) = 29,834 44 275 - 44275
Current liabilities o : _ . .
Trade & other payables 2661 . ©oU2881 . 1,091 1,091
Borrowings c 6,603 _ - 6,603 41 41
Current tax
payables - - - -
Provisions ) 477 477 464 464
Total current liabilities 9,741 9,74 1,596 1,596
Non-current liabilities
Borrowings ' 229 ) 229 3332 3,332
Deferred tax liabilities f - - - -
Provisions 288 288 169 169
Total non-current liabilities 517 - 517 3,501 3,50
Total liabilities 10,258 - 10,258 5,097 5097
Net assets 22,168 (2,592) 19,576 39,178 39,178
Equity
Share capitd 110948 (11,540) 99,408 99,408 99,408
Reserves ace - 9,095 9,095 - 383 383
Accumulated loss g {90,434) {3)  (80,437) {60,230) (383)  (60,613)
Parent entity interest 20,514 {2,448) 18,066 39,178 39,178
Minority interest 1,654 {144) 1510 -
Total equity 22,168 {2,592) 19,576 - 39,178 39,178

*  Reported financial position under previous Austrafian GAAP.




NORWOOD ABBEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2006

N
31. IMPACTS OF THE ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL

REPORTING STANDARDS (cont'd)

Effect of AFRS on the cash flow statement for the financial year ended 30 June 2005
There are no material differences between the cash flow statement presented under A-IFRS and the cash flow

statement presented under the superseded policies.
Notes to the reconciliations of income and equity

@
(®)

(A

@

Revenue I

Under superseded pohcres the consolidated entity recognised the gain or loss on disposal of plant and
equipment on a ‘gross’ basis by recognising the proceeds from sale as re\renue and the carrying amount
of the plant and equipment disposed as an expense, Under A-IFRS, the gain or loss on disposal is
recognised on a ‘net’ basis, and is classified as income, rather than revenueI Accordingly, the ‘gross’
amounts have been reclassified within the income statement for A-IFRS reporllng purposes.

Research costs ‘

For the financial year ended 30 June 2005, the loss for the period is reduced by $12,270,000 in the .

consolidated entity (Company: 7,891,000 as a result of the derecognition of research costs on transition.

Goodwill ' :
Under A-IFRS goodwrll arising on the purchase of additional securities in @ controlled entity in the year
ended 30 June 2005 is not recognised as goodwill but rather a reduction in equity. The goodwill balance
of $2,802,000 previously recognised as an asset is now recognised as a reductron in equity.

The consolidated entity has elected not to restate business combinations that occurred prior to the date of
transition to A-IFRS, and aocordmgly, the carrylng amount of goodwill at the date of transition has nol
changed.

Goodwill is not subject to amortisation, but must be tested for impairment annlIaIIy and whenever there is
an indication that goodwill may be |mpa|red As a result an adjustment to reduce the amortisation expense
by $210,000 for the financial year ended 30 June 2005 is required

Plant and equipment
The consolidated entity elected to measure plant and equrpment cther than equipment under finance
leases on transition to A-IFRS at cost as the cost under previous GAAP was complrant with A-IFRS.

Share-hased payments
On transition to A-IFRS and for the financial year ended 30 June 2005, share-based payments of
$356,000 and $27,000 (included in ‘employee benefit expenses’) which were not recogmsed under the
superseded policies were recognised under A-IFRS, with a corresponding|increase in the equity-seftled
benefits reserve.

These adjustments had no material tax or defemed tax consequences.




NORWOOD ABBEY LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2008

31. IMPACTS OF THE ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (cont'd)

Notes to the reconciliations of income and eqility (com'd)‘

() Income tax
Under superseded policies, the consclidated entity adopted tex-effect accounting pnnmples whereby
income tax expense was calculated on pre-tax accounting profits after adjustment for permanent
differences. The tax-effect of timing differences, which occur when items were included or allowed for
income tax purposes in a period different to that for accounting were recegnised at current taxation rates
as deferred tax assets and deferred tax liabilities, as applicable.
Under A-IFRS, deferred tax is determined using the balance sheet liability method in respect of
temporary differences arising from differences between the carrying amount of assets and liabilities in the
financial statements and their comesponding tax bases. .
A deferred tax asset shall be recognised for the camy forward of unused fax losses to the extenl thal itis
probable that future taxeble profit will be available against which the unused tax losses can be utilised.
As it is currently not probable that the entity will generate taxable proﬁts to offset against unused tax
losses, no deferred tax asset has been recognised.

(9) Accumulated Loss
The effect of the above adjustments on accumulated losses is as follows:

Consolidated - Company
1 Jul 04 0Jun0s5  1Jul04 30 Jun 03
$'000 §°000 $'000 $'000

Goodwill no longer amortised : - 210 - -
Share of losses assumed by minority interest - 170 - -
Expensing share-based payments {356) (383) {356) (383)
Research costs (12,270 - {7,892) -
Total adjustment to accumulated loss (12,626) (3) {8,248) {383)
Aftributable to members of the parent entity - : (12,626) (3) (8,248) (383)
Attributable to minority interests - - - -

: (12,626) (3) (8,248) {383)

70




NORWOOD ABBEY LIMITED

ADDITIONAL STOCK EXCHANGE INFORMATION

(ASAT 3 AUGljST 2006)
Fully Paid Ordinary Shares -
. 191,416,142 fully paid ordinary shares are held by 3,815 individual shareholders.
All issued ordinary shares carry one vote per share.
. 15,985,000 options are held by 13 individual option holders.
';:_Opﬁons do nol_mrr)_f aright to vote.
Distribution Of Holders Of Equity Securities

Fully Paid Options

" Ordinary
Shares
1 - 10,000 2,697
10,001 - 20,000 490 -
20,001 - 50000 - .. .. 398 3
50,001 - 9999999999 - 230 10
3815 13
Substantial Shareholders
Fully Paiq
Ordinary Shareholders Number Percentage
ANZ NOMINEES LIMITED : 21,199,948 11.08%
WESTPAC CUSTODIAN NOMINEES LIMITED 20,360,682 10.64%
BARLOMA NOMINEES PTY LTD - 18,200,000 © 951%
HSBC CUSTODY NOMINEES (AUSTRALIA) :
. LIMITED-GSIECSA 15,768,013 8.24%
J P MORGAN NOMINEES AUSTRALIA LIMITED 13,747,028 7.18%
89,275,671 46 65%

‘Fully paid ordinary shares carry ane vote per share and camy the right to dividends.

Al




' NORWOOD ABBEY LIMITED

ADDITIONAL STOCK EXCHANGE INFORMATION

(AS AT 31 AUGUST 2006)
Twenty Largest Holders Of Quoted Equity Securities

Fully Paid
Ordinary Sharehelders Number Percentage
ANZ NOMINEES LIMITED 21,199 948 11.08%
WESTPAC CUSTODIAN NOMINEES LIMITED 20,360,682 10.64%
BARLOMA NOMINEES PTY LTD " 18,200,000 951%
HSBC CUSTODY NOMINEES (AUSTRALIA)
LIMITED-GSI ECSA 15,768,013 8.24%
J P MORGAN NOMINEES AUSTRALIA LIMITED 13,747,028 7.18%
BEVILLES EXECUTIVES SUPER FUND PTY LTD 9,450,730 4.94%
CIBAVISION AG 3,705,882 1.94%
LINK TRADERS (AUST) PTY LTD 3,000,000 157%
CITICORP NOMINEES PTY LIMITED 2,845,160 1.49%
INDIRA ENTERPRISES PTY LTD 2,529,890 1.32%
ROXTRUS PTY LTD 2,450,000 1.28%
CIBA VISION AG 2,333,333 1.22%
MR PETER J HANSEN 2,260,000 1.18%
PINTAPTY LTD 2,208,518 1.15%
TAP PHARMACEUTICAL PRODUCTS INC 1,644,471 0.86%
DCORVELL PTY LTD 1,592,747 0.83%
MR DEREK MAXWELL RYAN 1,000,000 052%
MR CHRISTOPHER BROOKS
MR STEPHEN BROOKS 850,000 0.50%
LABARGE INCORPORATED 940,000 0.49%
NORITAPTY LTD - ) " -.900,000 0.47%
: ' ’ 127,086,402 65.20
Company Secretary
MrJ.H. Bell
Principal Registered Office Principal Administration Office Share Registry
Level 16 Computershare Investor Services Pty Limited
525 Collins Strest 63 Wells Road Yarra Falls
MELBOURNE VIC 3000 CHELSEA HEIGHTS VICTORIA 3196 452 Johnston Strest
Tel: (03) 8608 2000 Tel: (03) 8782 7333 ABBOTSFORD VIC 3067
Tel: (03) 9415 5000
Stock Exchange Listings

Norwood Abbey Limited's ordinary shares are quoted by the Australian Stock Exchange Limited.
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NORWOOD IMMUNOLOGY - PROPOSED FUNDRAISING AND ACQUISITION
4 . . BN : t|

Key points:

. Norwood Immunology (“NIM”):
'« To raise £6.6 million (approxima tely A$16.3 mrh‘:on) through institutional placement

" = To acquire Virosome Biologicals on improved terms .
. Norwood Abbey to receive A$1.22 million loan repayment

| !

Medical technologies group Norwood Abbey Lid [ASX NAL] advises thatits assomate company Norwood

Immunalogy Ltd [AIM:NIM] has announced a major proposed fund -raising and a proposed acquisition of Virosome
Blologlcals B.V. :

' ] !

Upon completion of the transactions, Norwood Abbey will be entitled to receive repayment from Norwood

Immunology of the outstanding loan balance, cumrently standing at approximately A$1.22 million.

A t'ansc:ript of the Norwood Immunology release is reproduced below; s \

Norwood Immunology Limited ("Norwood Immunology’ or ‘the Company’), (AIM NIM), the company focused on
the rejuvenatlon of the immune system, today announces it is proposing to ralse £6.6 million {approximately £6.2
milion net of expenses) pursuant to a placement of 55,000,000 ordinary shares in the Company (“Placement
Shares”} at an issue price of £0.12 per share (“Placement’). In addition ‘ the Company is proposing to issue
48,014,489 ordinary shares in the Company {(“Acquisition Shares") as part consuderatlon for a proposed acquisition
(“Acquisition”) of all of the issued shares of Bestewil Holding B.V. ("Bestewnl } and-its 100% subsidiary Virosome
Biologicals B.V.-("Virosome Biclogicals”). The Company is also announcing that it has agreed an extension to the
A%1 million secured facility agreement (the “Loan") with Indus Opportunity Master Fund, Ltd (‘Indus’) to increase
the totahloan facility to up to A$2 million and to extend repayment terms to not later than 30 June 2008. Indus has
also been granted the option to convert any or all of the outstanding Ioan balance in ordinary shares at an issue
price of £0 12 per share.

Il
!

The funds raised under the Placement will assist the funding of research and development and clinical trial costs
assocrated with advancing both the Norwood Immunology’s and Virosome Blo!oglcals product pipeline, as well as
partially. fundlng the Acquisition (the Acquisition being funded from the issue of the Placement Shares and the issue
of the Acqunsmon Shares). oo

'
I

Approval of the Company's shareholders is required in order to complete the |ssue' of the Placement Shares and
Acqmsmon Shares Accordingly, notice has been sent foday with respect to calling an Extraordinary Generai
Meeting/of Norwood Immunclogy Limited, to be held at the offices of M|nter|EII|son Level 23, 525 Collins Street,
Melboumne 3000 at 9.00am Melbourne time on 27 November 2006 (the “EGM") to approve (in accordance with the
Companys constitution) the issue of 35 000 ,000 Placement Shares at the Placement price and 48,014,489
Acqmsmon Shares. _ ! i .}

Further to the issue of the Acquisition Shares and the Placement Shares, the, Company in due course proposes to
issue 1 315 435 ord:nary shares (“Third Party Shares”} in the Company as part payment for professional services
prowded by third parties in relation to the Acquisition. Shareholder approval for the issue of the Third Party Shares
is not being sought as the issue of these shares will fall under the Companys general to authority under its
constltutlon to lssue shares representing not more than 10% of its share capltal I

The Acqmsmon
In Januéry 2006, Norwood Immunalogy entered into a call option {“the Option™) to acquire all the share capital of
Bestewil (the holding company of Virosome Biologicals). On 10 October 2006 the Company announced that it had

i 1
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NORWOOD ABBEY LIMITED

ACN 085 162 456

‘

"+ NOTICE OF ANNUAL GENERAL MEETING

The annual general meeting of the n“embers of Norwood Abbey Limited (Company) will be held:
. on 16 November 2006,

. at 9.30am Melbourne time:

. at Dingley International Hotel, 334- 348 .Boundary Road, Dingley, Victoria. - i ”
ORDINARY BUSINESS: ’

To consider and, if thought fit, to pass the following resolution as an ordinary resolution;

Ll

1. Financial stateme'nts anﬁ réports o

To receive and consider: L P o

. the financial report;
. the directors' report, and
. the auditor's report. R e e e

for the financial year ended 30 June 2008.
2 Remuneration report (Resolution 1)

To consider and, if thought fit, pass the following as an erdinary resolution:

That the remuneration report as set out in the Annual Report for the financial year er;ded 3(.? June 2006 be adopted.

Note: the vote on this resolution is advisory only and does not bind the Company or its directors.
3 Re-election of Mr Richard Zahn as a director (Resolution 2)

To consider and, if thought fit, pass the following as an ordinary resclution:

That Mr Richard Zahn,l a direcfor reliring by rolation in accordance with article 58 of the Company's constitution, and
being eligible, be re-glected as a director of the Company.

EXTRAORDINARY BUSINESS:
4, Ratification of prior issue of securities (Resolution 3)

That, in accordance with the requirements of Australian Stock Exchange Listing Rule 7.4, Shareholders ratify the
issue of the following securities:




|

i | H

Name ri UaD Options ) uosG Oplilona: ! UCH Options
i exercisable at | Shares Shares Shares exerclsable at | Shares exarcisabls at Shares
f $0.50' issued at issued at issued at 045" . | issuedat $o4g’ issued at
; $0.34 $0.32 $040 | | sodots $0.3171
:I \

Mr. Edward A Sugar 250,000 I |
i vy R

Mr, Keith Llppert & . 250,000 | |

M. John Heilshom )

CIBA Vision AG 1,705,662 iR
I _ . . ” "

GEM Global Yield Fund ' 545,161 ) I i
N ) | |

Cablg Nominses Pty Ltd 1,000,000 { 2,000,000 |
I . '

Tissue Engineering Refraction, ' | 842,492 - 1,000,000

Inc. : ) !
T ) ", ] i I .

FOS Holdings SA ' | ] 1,481,199

' |

]r'

1.

Annual General Meeting.
2.

Annual General Meeting.
3.

Annual General Meeting.

VOTING EXCLUSION STATEMENT

1. !1 Resolution 3

“ (b) an associate of any person who participated in the issue of securities.-’

1: However, the Company need not disregard a. vote if:

i

"o

The Company will disregard any votes cast on Resolution 3 by:

K

; (a) : any persen who participated in Fhe issue of securities; and |

Ophons expiring 28 February, 2009 and otherwise on the terms sel out in the Explanatory Stalement attamad to

Optmns expiring 31 December 2007 and otherwise on the terms set out in the Explanatory Statement attached to and forming parl of thls Notice ofr

ki
Optlons expiring 31 December 2007 and otherwise on lhe lerms set out m lhe Exptanamry Slatemem attached to and formmg part of Ihs Natice of

and formlng paﬂ of this Notice of

0 .-,2,"‘.‘

accordance with the directions of

(¢) . itis cast by a person as proxy for a person who is entitled to vofe, in

Ji the Proxy Form; or .

! |

to(d) it is cast by the person chairing the meeting as proxy for a person who is entitled to vote, in
El accordance with a direction on the Proxy _Form to vote as the proxy decides.




OTHER BUSINESS

To transact any other business which may legally be brought before the meeting.

DETERMINATION OF VOTING ENTITLEMENTS

The Company has determined, in accordance with-regulation 7.11.37 of .the Corporalions Regulations 2001 {Cth), that the
Shares quoted on ASX at 7pm {Melbourne time) on 14 November 2006 are taken, for the purposes of the general meeting to-
be held by the persons who held them at that time. Accordingly, those persons are entitled to attend. and*vote (if not -
otherwise excluded) at the General Meeting. '

R . Ly P Al I

PROXIES . - oo np e e e e

. A me;niaef éﬁtitled t;) attendand :vdie al::t-rl{e ;ﬁ.e.e:tin;g has the right t; a:ppo}nt:“: A |
(@) _ one proxy if the pgmbgr is only entiled to gn?__vp}g;. and . |
(b) ., Oneor two proxfgs |f the rngrr!belr is gntitlgd.tg mare than one yotg. |
2, A member who is entitled to cast two or more voles may appoint two proxies and may specify the proportion or

number of votes each proxy is appointed to exercise. If the member appoints two proxies and the appointment
does not specify the proportion or number of the member's votes each proxy may exercise one half of the
member's votes. T O

3. A proxy need not be a member of the Company. T

4. The member or his or her attorney must sign the Proxy Form. Proxies given by corporatlons must be 3|gned
either under seal or under the hand of a duly authorised offcer of atlorney

5, To be valid, the form appointing the proxy and the power of attorney or other aithority i :ény) under which it is
signed (or a certified copy) must be received as soon as possmle and in any event no later than 48 hours prior to
the time appointed for the AGM. Proxies may be Iodged by facsimile or mail to the followmg offices or facsimile
numbers: . -

Norwood Abbey Limited

63 Wells Road

Chelsea Heights VIC 3196
Facsimile number: (03) 9782 7334

OR

Computershare Investor Services Pty Limited
GPO Box 242

Melbourne Victoria 3001

Facsimite number: (03} 9473 2555

6. A Proxy Form accompanies this Netice of Annual General Meeting.

DATED 18 October 2006
BY ORDER OF THE BOARD

Peter Hansen
Executive Chairman
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NORWOOD ABBEY LIMITED - |- I
I
' ACN 085 162 456 ;

-

1 Lo - EXPLANATORY STATEMENT

PURPOSE OF INFORMATION -

The purpose of this Explanatory Statement (which is included in and forms part of the Notlce of Annual General
Meetlng dated 16 October 2006} is to provide Shareholders with an explanatron of the Resolutions to be proposed ‘and
consrdered at the Annual General Meetrng on 16 November 2006 and to a55|st Shareholders to determine how they

t , .| '

wrsh to vote on each Resolution. - B
” o

Shareholders should read the full text of this Explanatory Statement before déciding how to vote. "

if 1

[l

Words or expressions used in this Explanatory Statement are deﬂned below Unless otherwise stated all references
to sums of money, $ and 'dollars' are references to Australian currency. :

PEF[NITIONS ‘
] * a7 [ - E g

]
In this Explanatory Statement, the following terms have the following meanings: -

i|

i
!
1
o
ASX means Australian Stock Exchange Limited. g " ‘ e
' ‘ |

.} . ' I
Company means Norwood Abbey ertted ABN 20 085 162 456 N ;

Drrector means a director of the .Company as at the date of thls Explanatory Statement

I)Em(planatory Statement means this explanatory statement which accompames and forms part of the Notice of Meeting
kE-Iol}rier means the holder ot an Option. . : i
lIJV.isting ﬁules means-the official listing rules of ASX from time to time. ;
i
jNotrce of Meetmg means the Notice of Annual General Meeting dated 16 October 200{6 referred to in, and
Tcoompanymg this Explanatery Statement. | :
lOpt:ion ‘means an option to acquire, by way of issue, one Share in the capital|of fthe (%:ompany. .
‘t’ro'xy Form means the proxy form attached to and forming part of the Notice of EMeetling.
,&,Resolutron means a resolution referred to in the Notice of Mesting. I
|

|!s:hare means a fully paid ordinary share in the Company. ‘

Shareholders means the holders of Shares.

FINANCIAL STATEMENTS AND REPORTS - |
t! H
Pursuant to the Corporations Act 2001 (Cth), the directors of a public oompany that is' required to hold an annual

general meeting must table the financial statements and reports of the Company (mcludmg the directors' report and

audltors report) for the previous year before the members at that annual general meetrng
t I

- ; ' 5

i

|: ) ’

|i | ‘
f '




Shareholders have been provided with all relevant information- concerning the Company's. financial statements,
directors' report and auditor's report in the Annual Report of the Company for the year ended 30 June 2006. A copy
of the Annual Report has been forwarded to each shareholder other than those shareholders who have previously
notified the Company that they elect not to receive the Annual Report, whether in paper form or electronically. Any
shareholder who has made this election and now- wishes to- receive a paper or ‘elettronic: copy of the Annual Report
should contact the Company's office by phone on +61 3 9782.7333-to arrange- receipt. The  Annual:Report can also
be viewed, printed and downloaded from:the Company’s website www.norwoodabbey.com. - A copy of the financial
statements, the directors' report.and the auditor's report will also be tabled at the meeting. .+ -

Shareholders should :note that the sole purpose of tabling thefinancial statements and the reports of the Company at
the Annual General Meeting is to provide the shareholders with the opportunity-to be able to ask questions or discuss
matters arising from the financial‘stateménts‘or.the reports at.the:meeting. It is not the purpose of the meeting that
the financial statements or the reports be accepled, rejected or modified in any way. Further, as it is not required by
the Corporations Act, no: resolution.to adopt,-receive or.consider the Company's financial- statements or the reports
(other than the remuneration report) will be put to- the shareholders at.the meeting. .~

A L i . [ ;
Members will be given a reasonable opportunity at the meeting to ask questions and make comments on the financial
statements. and the reports.* The.Company's. auditor. will be available 1o receive questions and comments from
7+ shareholders ‘about' the preparatron and content.of the auditor's report and the eonduct of:the audit.

REMUNERATION REPORT (Resoluhon 1)

BN A e
The drrectors report for the year ended 30 June. 2006 contains a remuneratron report whrch sets oul the pollcy for
remuneration of the directors, the company secretary and senior managers. .

The Corporations Act requires that a resolution be put to the vote that the remuneratiorr report be adopted.. - :

The Corporations Act expressly provides that.the vole is advisory only and.does not bind the directors or the
Company.

Shareholders aftending the AGM will be given a reasonable opportunity to ask questions about, or make comments
on, the remuneration report, |

The full remuneration report is included in the Company's 2006 Annual Report which is available on the Company’s
website, WWW NQIW oodabbey.com.

RE-ELECTION OF DIRECTOR (Resolution 2)

Article 58 of the Company’s constitution requires that at each Annual General Meeting one-third of the directors must
retire from office, or if there number is not a multiple of 3, then the number nearest to but not exceeding one-third of
_ the directors must retire from office. Therefore, one of the five directors must retive by rotation. Mr Richard Zahn is
" one of the two directors who has been longest in office (the other is Mrs Elizabeth Wyatt) and must retire by rotation
at the Company's 2006 Annual General Meeting. Mr Zahn is eligible for re-election and seeks re-appaintment as a
director,

Details of Mr Richard Zahn

Mr. Zahn has more than thirty years of experience in the Biotechnology and Phammaceutical industries. Most recently,
Mr. Zahn was President of Schering Laboratories, Director, Schering Corporation, and a Corporate Vice President of
Schering-Plough Corporation. Prior to Schering-Plough, Mr, Zahn was with Johnson and Johnson (1973-1992) where
he held a number of senior positions in sales and marketing and product development.




'II ' '
.As announced to ASX on 15 September 2005 a total of 500, 000 Class UOD- Optlons to acquire Shares in the .

- Company‘ -each exercisable at $0. 50 and expiring on 31 December. 2007, were |ssiued to Mr Edward A Sugar,
'_Mr Keith Laurence Lippert and Mr John William Heilshorn in the numbers set |out:tn Rlesotution 3. These Options
‘were issued as additional compensation for exemplary service as extemal consultants .to thecompany. -

1 N
I

| , - |
RATIFICATION OF PRIOR ISSUES OF SECURITIES (Resolution 3) - ‘ | "

|
!

i ’
Summary of prior issues: . 3 .. C o

i |
r |
As announced to-ASX on 15 September 2006, 1,705,882 fully paid Shares at $0. 34 were -issued.to CIBA Vision Ag as

i
set out in'Resolution.3. The Shares were issued in partial- satisfaction of the [IJurchase price payable under the terms

-of asset purchase agreements entered into by the Company with-CIBA Vision ’AG|rn Apnl 2004,

I DI S ETEE S . .
As announced to ASX on. 15 September 2005, 645,161 fully paid Shares at $0 32 werie |ssued to GEM Global Yield
Fund as set out in Resolution 3, in satisfaction of terms of an agreement entered |nt0 between the parties to extend
the Company’s $20 million equity line of credit t’acrltty

As announced to ASX on 16 March 2006 a total of- 1 000 000-fully pard Shares at $0 40 per Share-and: 2 000 000
Ctass UOG Options to- acquire Shares in the-Company, each exercisable at $0 45 and expiring on 31 December 2007,
were issued to Cable Nominees Pty Ltd as set out in Resolution 3. These Share_s and Options were issued for
t.vorking capital purposes.

RS " T
- S T

As announced fo ASX on 11 April 2006, a total of 842,492 fully paid Shares at $0 4019 per Share and 1,000,000
Class UOH Options to acquire' Shares in the Company, each ‘exercisable at $0 48 and expiring"on 28 February 2009,
were issued to Tissue Engineering Refraction, Inc. as set out in Resolution 3‘ The |ssue "of Shares and Opticns was
partlal oonsn:!eratron under the terms of the Perez intellectual property license agreement as announced to the ASX on
23 Marich 2006. T . t '

fts announced to ASX on 11 Aprit 2006, 1,481,199 fully paid Shares were ISSLfed at $0 3771 to FOS Hoeldings SA in
partlal satisfaction of the terms of a license agreement with FOS Holdings SA dated 30 April 2004, which formed part
}pf the Company's acquisition of its Eyecare division. |
] | - .
;Shareholder Approval: - b
' o

Lrsnng Rule 7.1 precludes the Company from issuing new equity securities in excess of 15% of its capital in any
"12 month period without the prior approval of Shareholders in general meeting, sub]ect to a number of exceptions.
II
k

iThe issues of securifies to each of the allottees as set out in Resolution 3 were wrthln the 15% limit at the relevant

,tlme and therefore did not require the prior approval of Shareholders under Llsting Rule 7.1.
i i

i
!Llstrng Rule 7.4 provides that where a Company in general meeting ratifies an issue of equity securities the issue wil
be treated as having been made with approval for the purpose of Listing Rute| 7.1, thereby enabling the Company to
lssue further securities without exceeding the 15% in 12 months limitation. This will allow the Company to raise
‘further capital without the delay involved in the requirement to seek prior shareholder approval. Ratification of the
prewous issues of secunties will enable the Company to take advantage of any dpporltunltles as they arise and which

are in the best interests of the Company to pursue.

|
i
i

Listing Rule 7.5 requires the following information be given to Shareholders. !
| | I
1The number of securities afiotted ' : |

!

: |
'A total of 5,674,734 Shares and 3,500,000 Options were issued as set out in Resolution 3.




The price at which the secunties were issued SRR

1,705,882 Shares were issued at $0.34 per Share-

645,161 Shares were issued at $0.32 per Share

1,000,000 Shares were issued at $0.40 per Share

842,492 Shares were issued at $0.4019 per Share :

1,481,199 Shares were issued at $0.3771 per Share o " .
500,000 Class UOD Options were issued each at an exercise price of $0.50 .

2,000,000 Class UOG Options were issued each at an exercise price of $0 45

1,000,000 Class UOH Options were issued each at an exercise pricé of $0.48

The terms of the securties L

Each Share was :ssued on the same terms and ranklng equally in all respects wnh the. emstlng ordlnary shares in the
Company then on issue.

Each Option entitles the Holder to subscribe for one Share in the Company. No amount= is’ payéble'on the issue of

the Options. Each Option may be exercised on or before the expiry date..-. An Option not-exercised tautomatically
expires. . ., -

oo S Y T
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. Ftl;li té;'n;s_ of ‘ez;c‘h,:_class of Options are annexed, to this Explanatory Statement as Annexures A, B& C. .-
The names of aflottees or the basis on which allottees were determfned. | |
The allottees. are detailed in Resolution 3. |
The use or intended use of the funds raised

1,705,882 Shares were issued to CIBA Vision AG in partial satisfaction of the purchase price payable under the terms
of the asset purchase agreemenls entered into by the Company with CIBA Vision AG in April 2004,

645,161 Shares were issued to GEM Global Yield Fund in full consideration for the three year extension of the
Company's equity line of credit facility.

842,492 Shares were issued to Tissue Engineering Refraction, Inc in parial satisfaction of the terms of the license
agreement entered into between the Company and Tissue Engineering Refraction, Inc in March 2006, as part of the
acquisition of the Perez Eyecare intellectual property.

1,481,199 Shares were issued to FOS Holdings in partial satisfaction of the terms of the license agreement entered
into with FOS Holdings SA on 30 April 2004, which formed part of the Company’s acquisition of its Eyecare division.

No funds were raised by the issue of the Options. Upon exercise of the Options, the Company will evaluate the best
use of those funds at that time or otherwise apply them to working capital requirements.

A voting exclusion statement

A voting exclusion statement relating to Resolution 3 is included in the Notice of Meeting.
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DATED -

'Effect of Shareholder Approval

If approved, Resolution 3 will ratify and approve the previous issue of a total of: L :

(a) 1,705,882 Shares issued at $0.34 each;
(b} 645,61 Shares issued al $0.32 each;

(ic) 1,000,000 Shares issued at $0.40 each;
(d) 842492 Shares issued at $0.4019 each;

() 1481,199 Shares issued at $0.3771 each;

31 December 2007

{H 500,000 Class UOD Options, each to subscribe for one Share exerclsable at $0 50 expmng

'
L

(g) 2,000,000 Class UOG 0pt10ns each to subscnbe for one Share exer(:isable at $0 45 expmng
" 31" December 2007; and :

(hy 1,000,000 Class UOH Options, each to subscribe for one Share exercisable at 50.48 expiring'

28 February 2009

Advantagesto the passing of Resolutlon3 P Lo .

Ratlf cation of the issues of the Shares and Options referred to above will enable the Company to raise more capital
by the issue of additicnal securities in the future {if necessary), up to the 15% tlmll in Listing Rule 7.1, without the
need for Shareholder approval. By taking this course, the Company will be we[l placed to'readily take advantage of

any opporiunities as they arise.

Dlsadvantages to the passing of Resolutlon 3

The Directors do not believe thal there are any disadvantages to Shareholders which arise from ratification ‘of the

1ssue of the securities the subject of Resolution 3.

VOTING

Y:ou are urged to consider carefully all of this material, determ-ine how you wish
:a'ccordingry.
I

Please refer to the voting exclusion statement in the Notice of Meeting.

|\
I»

RECOMMENDATIONS

to vote and cast your vote

Your Directors recommend approval of the Resolution and recommend that eligilble Shareholders vote in favour of the

Resolution.

Proxy Form and the power of attorney or other authority (if any} under which it
received by 9.30am (Melbourne time), 14 November 2006, being not later than
the meeting.

i

dUERlss

If you have any queries about the General Meeting, the Resolutions to be put t
be:ng considered, please contact the Company Secretary, Jeff Bell at Norwood

16 October 2006

i :
if Shareholders cannot attend the Annual General Meeting they are urged to complete the attached Proxy Form. The

is signed (or a certified copy) must be
48 hours before. the time for holding

o the General Meeting or the proposals
Abbey Limited on 61 3 9782 7333.




ANNEXURE A
_ TERMS OF ISSUE OF CLASS UOD OPTIONS

Entitlement

Each Option entitles the Holder to subscribe for one fully paid ordinary Share in the capital of the Company.

Issue Price

No amount is payable on issue of the Options. -

Exercise Price

‘The "exercisé brice of éach'(')ptjon is A$f0..50.' _'

Option Period .

o

-Each Option may be exercised-at any tme"béforé’ 31 December 2007 An’ Option-not ‘exercised automatically exp1res
on 31 December 2007 :

Certificate s

The Company must give each Holder a cemftcate or holding statement statlng B T P TR

(a) the number of Options issued to the Holder;
(b) the exercise price of the Options;
{c) the date of issue of the Options.

Participation rights, bonus issues, rights issues and reorganisations

Participation )
A Holder is not entitled to participate in any new issue to existing shareholders of securities in the Company unless they have
exercised their Oplions before the record date for determining entitlements to the new issue of securilies and participate as a
resull of holding Shares.'

Notice of new issue

The Company must give a Holder, in accordance with the ASX Listing Rules, notice of.
(@ the proposed terms cf the issue or offer; and
(b) the right to exercise their Options.

Bonus issues

If the Company makes a bonus issue of Shares or other securities to sharehelders (except an issue in lieu of dividends or by
way of dividend reinvestment} and no Share has been issued in respect of the Option before the record date for determining
entiiements to the issue, then the number of underlying Shares over which the Option is exercisable is increased by the
number of Shares which the Holder would have received if the Holder had exercised the Oplion before the record date for
determining entitlements to the issue.

10
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Pro rata issues o ' I
If the Company ‘makes a pro rata issue of Shares (except a bonus |ssue) to existing shareholders {except an issue in lieu or
in satisfaction of dividends or by way of dividend relnvestment) and no Share has been |ssued in respect of the Option before
the record date for determining entitlements to the issue, the exercise pnce of each Optron is reduced in accordance with the
ASX Lrstlng Rules. . - : : ‘ !

h ' B e - * . ! . . A - - as
Reorgamsatron
If there |s a reorganisation (including consolidation, sub- division, reduction or return) of the Share capital of the Company,
then the rights of the Holder {including the number of Options to which each Holder is enlltledI to and the exercise price) is
changed to the extent necessary to comply with the ASX Listing Rules applying to a reorganisation.of capital at the time of
the reorganlsatlon , ]

i
Calcula':tlons and adjustments
Any calcu!atrons or adjustments which are required to be made under this clause will be made by the Board of lhe Company
and WII“ in the absence of manifest error, be final and conclusive and binding o the Company and the Holder."

’
Il'

Notice of change
The Company must within a reasonable period give to.each Holder notice of any change'under this clause to the exercise
price of any. Optrons held by a Holder ¢r the number of Shares which the Halder is entitied to subscribe for on-exercise of an
Option. | ’ P

é
J

Method of exercise of Options ' : f

1

b

: ! ‘
Method and payment C : , . : B
To exercl:lse Options, the Holder must give the Company or its Share reglslry at the samle tlme

|l
(a) a wrilten exercise notice (in the form approved by the board of the Company from l|me to time) specifying the number
of Opuons being exercised and Shares to be issued, i
| |
{b) - payrnenl of the exercise price for the Shares the subject of the exercise nol|ce byl way of bank cheque or by other
means of payment approved by the Company; and , : ‘
; I
5 .
() "t;he certificate for the Options. :
|

Exerclse all or some Options _
(@ A Holder may only exercise Options in multiples of 100, 000 unless the Holder exércises all Options held by the
Holder. Do
i L
{b) Optrons will be deemed to have been exercised on the date the applrcatron is lodged with the directors of the
Company :

;
Option certificates
If a Holder exercises less than the total number of Oplions registered in the Holder's name:
I .
; '
(a) the Holder must surrender their Option certificate (if any); and

ll

{b) the Company must cance! the Option certificate (if any) and issue the Holder a new 0pt|on certificate or holding
staternent stating the remaining number of Options held by the Holder. o

1"




Issue of Shares _ .
Within 10 days after receiving an application for exercise of Options and payment by a Holder of the exercise price, the

Company must issue the Holder the number of fully- paid ordinary Shares in the capital of the Company specified in the
application.

Ranking of Shares issued on exeri:is? of .°P.‘i°.".s_t o L : -' :

Subject to the Company's constitution, all Shares issued on the exercise of Options rank in all respects (including
rights relating to dividends) pari passu with the existing ordinary Shares of the Company at the date of issue.

o
[ I

No quotation .

The Company will not apply to Australian Stock Exchange Limited for official quotation of the Options,

Governing law ' T

These terms and the rights and obligations of Holders are governed by the laws of Victoria. Each participant
irevocably and unconditionally submits to the non-exclusive jurisdiction of the courts of Victoria,

12




Entitlement

[P T ' '

!
[ ANNEXUREB |

. ) t
oo . TERMS OF ISSUE OF CLASS UOG OPTIONS | .|

|
T4

Issue Pricet

I -
[ it,.

I Each Optlon entltles the Holder to subscnbe for one fuIIy pald ordlnary Share1 |n|tﬁe'1:'5pital of the 'Corh;';any.

‘-l. - '
1l

3 P . N
- ; ‘ R L

3

Exert:isg.i Price -

tt No amount is payable on issue of the Opttons
b [ i
ll a . . B R C

Option Peried i|

El The exermse price of each Option is A$0 45.

1
T :
S

i

Certifi cate Lo

i Each Oplton may be exercised at any time before 31 December 2007 An Qption not exemtsed automatically expires

]on 31 December 2007.

| .
i o
‘

N T . o o
Participation rights, bonus issues, rights issues and reorganisations

|The Company must give each Holder a certificate or holding statement statmg

“(@ ' the number of Options issued to the Holder;
! :

Ej (b) ., the exercise price of the Options;

h (© . the date of issue of the Options.

;

a0y

Participation

Notice of new |ssue _
Ej The Cqmpany must give a Holder, in accordance with the ASX Listing Rules,  notice of:

Bonus issues
If the Company makes a bonus issue of Shares or othér securities to sharehoiders (except an issue in lieu of

|
!
3
|
|
i
E

i
i

EA Holder is not entited to participate in any new issue to existing shareho]ders of setI:urities in the Company unless
Iithey have exercised their Options before the record date for determining entttlements to the new issue of securties

t] and parttupate as a result of holding Shares. _ E

- | |

' . |
[i fa * the proposed terms of the issue or offer proposed under clause |1; and

ti (b) g the right to exercise their Options under clause 1.

ndividends or by way of dividend reinvestment) and no Share has been issued mlrespect of the Option before the
]record'date for determining entitlements to the issue, then the number of undeﬂytng Shares aver which the Option is
!] exercisable is increased by the number of Shares which the Holder would have received if the Holder had exercised

Eithe Option before the record date for determining entitlements to the issue.

13




Pro rata issues s

. If the Company makes a pro rata issue of Shares (except a bonus issue} to existing. shareholders (except an issue
in lieu or in satisfaction of dividends or by.way of dividend reinvestment} and no Share has been issued in:-respect
of the Option before the record date for determining entitlements to the issue, the exercise price of each Option is
reduced in accordance with the ASX Listing Rules. '

Reorganisation R O I . :

If there is a reorganisation (including consolidation,. sub- division, reduction or.return) of lhe ‘Share capital of the
Cornpany, then the, rlghts of lhe Holder (including the number of, Optrcns to which each Holder is entitled to and the
exercise price) is changed to the extent necessary to oomply with the ASX Listing Rules appiymg to a reorganisation
of capital at the time of the reorganisation.

Calculations and adjustments -~~~ : e T
Any calculations or adjuslments whrch are requrred to be made under this clause will be made by the Board of the
Company and will, in the absence of manifest emor, be final and conclusive and binding on the Company and the

Holder.

AL BT P T T ‘o T

Notice of change '
The Company must wdhln a reasonable perlod gwe to each Hoider notrce of any change under this clause to the
exercise price of any Options held by a Holder or the number of Shares which the Holder is entitled to subscribe for
on exercise of an Option.

Method of exercise of Options

Method and payment
To exercise Options, the Holder must give the Company or its Share registry, at the same time:

{a) a written exercise notice (in the form approved by the board of the Company from time to time) specifying
the number of Oplions being exercised and Shares lo be issued;

{b) payment of the exercise price for the Shares the subject of the exercise notice by way of bank cheque or
by other means of payment approved by the Company, and

{c) the certificate for the Oplians.

Exercise all or some Options

(a) A Holder may only exercise Options in multiples of 100,000 unless the Holder exercises all Options held
by the Holder.

{b) Options will be deemed to have been exercised on the date the application is lodged with the directors of

the Company.
Option certificates

If a Holder exercises less than the total number of Options registered in the Holder's name:
(a) the Holder must surender their Option certificate (if any); and

{b) the Company must cancel the Option certificate (if any) and issue the Holder a new Option certificate or
holding statement stating the remaining number of Options held by the Holder.

14




Ranking‘;I of Shares issued on exercise of Options

it
t

!

‘! Issue of Shares

i‘ Within 10-days after receiving an application for exercise of Options and payment by a Holder of the exercise price,
|) the Company-must issue-the Holder the number of fully pald ordinary Shares in the :lzapllal of the Company

spemf’ ed in the application.

<I Subject to the Company’s constitution, all Shares issued on the exercise of Optlons rank’in all respects (tncludmg
" | rights relating to dwndends) pan passu with the exlstlng ordmary Shares of the Company al the date of issue.

)
)
+

No quotallon

N -
Governing law

; The Company will- not apply to Austrahan Stock Exchange leited for ofﬁcnal
: 4! |

quotation of the Options.

o

|

+

‘ These terms and the rights and obligations of Holders are governed by the laws of Vlctona Each partlclpant

.gr . 8

t

y wrevocably and uncondltlonally submits to the non- excluswe junsd:ction of the courts of Vlctorla

|
=
|
|
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~ ANNEXURE C L x

TERMS OF ISSUE OF CLASS UOH OPTIONS

Each Option entitles the Holder to subscribe for-and be issued one fully paid ordinary Share (Share) in Norwood Abbey
Limited ACN 085 162 456 {Company} on the-terms and conditions set out below: - :

1. Subject to clause 12, each Option s’ exercisable during the period commencing an the daté ‘of the licence
agreement between the Holder, the Company and Norwood: EyeCare Pty Ltd and concludmg at 5 00 pm (AEST) on
the third" anniversary of that date (Expiry Date). - : v

2 The Options may be exercised wh'o'lly or in not fess th';an 'p‘ércels"orf ‘100‘,b0ifl 'Oplio'ns. by giving notfée ih v‘:'riting
(Notice of Exer'cise) in the form provided to the Company at any time duing the Option Period,

3. If the fully paid ordinary Shares of. the Company are listed on the Australian’ Stock Exchange Limited (ASX), the
Company will apply to the ASX for, and will use ils best endeavours to obtain, quotation or listing of all Share(s)
issued on the exercise of an Optlon W|th|n 10 business days. (as der ned in the. Listing Rules of the ASX (Listing

Rules)) of issue. The Campany gives no assurance that such quotation,or listing will be granled

4 - The ‘exercise price for each Option’is $0.48 per Share {Exercise Price); ‘The Exercise Price is payable immediately
on exercise. ., . . Cous e - PRI T _
5. On receipt by the Company of the Notice of Exercise and payment of the-Exercise Price, the Company must, within

14 business days (as defined in the Listing Rules), allot to the Holder one ordinary Share in respect of each Option
exercised by the Holder and despatch the relevant acknowledgment of issue as soon as is reasonably practicable.

6. Shares issued on the exercise of an Oplion will rank equally in all respects with the then existing issued ordinary
fully paid Shares in the Company and will be subject to the provisions of the constitution of the Company.

7. An Option does not confer the right to participate in any new issue of securities of the Company, unless the Holder
has first exercised the Option.

8. No adjustment to the number of Shares over which each Option exists andfor the Exercise Price will be made
excepl in accordance with clause 9.

9. Adjustments to the number of Shares over which Options exist andfor the Exercise Price will be made to take
account of changes to the capital structure of the Company by way of pro rata bonus and cash issues as follows:

(a) Pro-Rata Cash issues

Where a pre-rata issue is made (except a bonus issue) to the holders of underying securities, the Exercise Price of
an Option may be reduced according to the following formula:

- E[P-(S+DY}
N+1
where
0= the new exercise price of the Option.
0 = the old exercise price of the Option.
E =  the number of underlying securities into which one Option is Exercisable.
P =  the average market Price per security (weighted by reference to volume) of the underlying securities during
the 5 trading days ending on the day before the ex rights date or ex entillements date.
8 = the Subscription price for a security under the pro rata issue.
D =

the Dividend due but not yet paid on the existing underlying securities {except those to be issued under
the pro rata issue). s

16
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13.

14.
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]

o :
N = the Number of securities with rights or entitlements that must be held to regeive a right to one new
security. o |

ﬁ () : Pro-Rata Bonus Issues o a :

1'if there is a bonus issue to the holders of the underlying securities, on the exertf:ise of any Options, the number of
Shares received will include the number of bonus Shares that would, have been |ssml=.d if the Options had been
I exercused prior to the record date for bonus issues. The Exercise Price will not change:

y In the event of any reorganisation (including consolidation, sub-division, reduction or return} of the issued capital of
i the Company, the rights of the Holder including the_number of Options or the Exerclsle Price or_both shall be

recrganised (as appropriate) to the extent necessary to comply with the, Llstlng Ruies of Australian Stock -Exchange
; lelted applylng to a reorganlsatlon of cap!tai at the Ume of the reorgamsatlon : i

” )
\
I

; It is not the intention of the Company to apply for. quotauon orlisting of the Options on the ASX

, .In the event of the liquidation of the Company, alt unexercised Options w1|| Ia‘pse- -‘.

~

Excepl for transfers to superannuahon funds or trusts associated with and controlled by the ‘Holder, the Options are
y . not transferable., -If the’ Options are' transfémed to superannuatlon furids or trusls{ associated with and controlled by )
. the Holder, the Company may'impose any conditions on the transferee, mcludmg a condmon that the transferee

| agree to.be bound by the above terms and conditions, that it in its.sole d:scretlon determlnes to be appropriate.

Notlces may be given by the Company to the Holder in the manner prescribed by the constitution of the Company
ifor the giving of notices to the Shareholders of the Company.. -~ - - —
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NORWOOD ABBEY LTD o
ANNUAL GENERAL MEETING 2006 R ECE
CHAIRMAN S ADDRESS : - YED
N ‘ Ib OFe {
Dear Shz’ireholder, . 5ric 2 A g 29
: CC‘P r,() Hf TEpay

The past, twelve months have incorporated significant challenges and dlsappomtments forJNorwood -Abbey
(‘ Norwood ). On the other hand there have also been positive developments with respect to the future
progress of the Immunology, EyeCare and Needle-ﬁ'ee Injection prOJBCtS
|

The substantlal fall in the share price (and therefore market capltallzatlon) of Norwood, is of utmost
concern to the Board and Management. Just as importantly, the Board and Management are extremely
concerned and disappointed at the substantial the developments that have led to that fall. While the
Company cannot always be sure as to the reasons for a fall in the share prlce it is probable that at least
some of the decline has been related to the markets concerns over developments in both the Immunology
and Eye Care projects. Y ‘

The EyeCare project — for reasons that I will elaborate on more fully later — has failed to produce the sales
and revenues that were forecast and expected. This failure of the EyeCare project to generate the expected
sales and revenue has been extremely disappointing. The release of competmve products has had a
substanttal effect on the previously anticipated sales and revenues lfrom Eye Care. Given the above
developments and the granting of the first Eye care patent, Norwood decided (earlier this year) to seck to
sell or hcense the intellectual property and technology. b

There has also been a significant fall in the market price of shares in Norwood Immunology (‘NIM’), in
whlch Norwood has a substantial investment.

NIM hasl;}been seeking to raise additional capital since late 2005. While NIM strenuously endeavoured to
raise capital at or near the ‘market price’, it was unable to do so. Desp'ite investor road shows in both the
US and Europe institutional investors (on average) were simply not prepared to subscribe for new shares
in Norwood Immunology other than at a sngmﬁcant discount to market! NIM is currently in the process of
ralsmg substannal new equity capital at a price of 12p per share.

The fall in the NIM- share price is directly related to the fact that the 1nst1tut10nal investor market
determmed that it was not prepared to invest further'sums in NIM at the then current market prices.

Assocmted with the above, the Board of Norwood Abbey (‘NAL’) had‘ determined that it NAL needed to
take steps'to reduce its level of debt (convertible notes) via the sale of some of its holding in NIM. Despite

NUMErous; mstltutlonal investor presentations, NAL was unable to sell NIM shares for more than 12- 17p

Norwood nevertheless believes that the current NIM fundraising whlch lS expected to be finalized in the
course of thls month, together with the acquisition of Virosome Blologu:als w1|l be very positive factors in
regard to the future development of NIM as well as.investor.

The NAL group, including Norwood Immunology (NIM), recorded a eonsohdated loss of approximately
$22.7 mllhon for the 2006 financial year. The Company’s adoptton of the new AIFRS international
accountmg standards, led to the need for significant write-offs. The total write:offs of inter company loans,

investments and inventories totaled approximately $24.6 million. In addmon there were substantial one-off
charges related to redundancies and the down-sizing of operations. General annual operating costs of NAL
have been substant1ally reduced over the past twelve months. |

17/11/2006 | | 1




STRATEGY

The primary underlying strategy of Norwood:is to seek to acquire, develop and:commercialize innovative
medical technologies and to then endeavor to crystallize an enhanced valuc via a spin out, licensing or sale
of the pro_lect . cato S v,

All projects afe‘bzuised on a strong intellectual proper'ty posiiion. 3 | o

Norwood is concentrating on the development and commercialization of its EyeCare and Needle-free
Injection projects-as well as taking steps-to ensure both the- optlmal development (together with the
necessary ﬁmdmg) for. the ‘Immunology’ project:. - ... . Lk .f . o
Toeih ool gonir g J.‘.." '
e . o _n" e |, Lt ey ) I I A [ N
INTELLECTUALPROPERTY Ve ., ,5 " .:-'_. [ J- s e 1) 'L . * -
PR ,‘:—‘:i.‘.',"'i KON rw J‘ I TR “ -
The development of a strong intellectual property posmon is the comerstones of Norwood s strategy. The
primary assets of the Company. are in-the-form of intellectual: property The majorlty of. this intellectual
property is in.the. formofpatents St LT ey T e

The Norwood group, (mcludmg Norwood lmmunology,) is currently prosecutmg in exXcess of 50 patent
families with approximately-200-international applications. The Noiwood group holds in.excess of 40 ..
granted patents. In excess of 20 international patents have been granted in respect to Immunology, Eye
care. and Drug Delivery, since: June30th 2005 ;. ¢ e T Ll _.’-u; PRI T A U O

Whlle the Norwood group has been very successful in developu:lg a very substanllal mtellectual property
position, I should stress that the value of this intéllectual property is subject to commercial conmderatlons -

as well as from a share price point of view, market sentiment. POIERN AT TR

H

NORWOOD ABBEY INVESTMENTS .. .+, ;o' © .0 o oo a o o
. NORWOOD IMMUNOLOGY (‘NIM), . . . . “n. .. o e

Norwood Immunology Ltd, which is separately listed on the AIM of the London Stock Exchange, operates

as a separate company with management reporting to the Board of Norwood Immunology. Norwood Abbey

Ltd currently holds approximately 40% of the.issued capital of NIM. . R
‘ . ' M .|L - ot oty ;’: o '

NIM Clinical Development . ., .

The primary aim of the clinical trial programme is the generation of clinical data leading to regulatory

clearance for the use of TAP Pharmaceutical Inc.’s (TAP} GnRH agonist (Lupron Depot®) in the

treatment of diseases such as cancer. The current programme is focused on cancer, vaccinations (adjuvant

technology - primarily for cancer vaccines) and transplantatlon (seeking to establish immune tolerance to

both organ and stem cell transplantation).

NIM has made significant progress in respect to the development of its clinical trial programme. In the
course of the year NIM completed its Australian Phase II cancer (bone marrow transplantation patients)
clinical study. In addition, NIM commenced two Phase II clinical trials in the US, as well as a pre-clinical
(swine) study in the field of transplantation (tolerance).
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1) Australian Phase IT cancer (honemai'row transplantation) study -

Norwood Immunology has been conducting a pilot Phase II explorato

undergoing chemotherapy and bone marrow transplantation (BMT).

whether 'an LHRH agonist can enhance recovery of T cells, which

3

ry.clinical study in cancer patients
The study sought to determine
are essential for-immune defence

mechaniSms. !
; o it , d kN . .
A major. problem for BMT patients-is that the standard of care’ chemotherapy also causes collateral
ablation of the immune system. While children recover adequate i immu mty from approximately 6 months
post BMT, adults rarely regain specific immune defence mechanisms|even after 2 years, because of the
profound degeneration of thymus function from puberty and assocmted reduction in new T cell output.
This immune suppression of BMT leads to high incidence of mfectlons, and‘may underlie cancer relapse’
and poor responses to vaccmes including those to cancer.
: ERR TV S LA S T -
‘This non. randomized, open- labelled study was-initiated to: explore whether the Company s technology
was safe to use and could enhance immune recovery in immuno- suppressed patlents ‘and- so.confirm-the-
effects prevrously demonstrated pre-chmcally and in prostate pattents by Norwood
e T R

In July 2006 Norwood Immunology advrsed that the study had been colmpleted

Tt
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The results of the study are currently being fully analysed and a manuscrlpt prepared for submtssron to a

peer reviewed journal. Initial analysis of the data support the interim results as prevrously announced at

‘the Amerlcan Haematology Socrety conference in- December 2003 ‘ SRR =
lr v ‘ ' -t ©i T

2)~ Us Cluucal Tnals
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- Cancer

Norwood Immunology announced (in early 2006) the commencement: of its planﬁed US Phase 11 clinical
study in cancer patients (specifically ‘bone marrow transplantatlon pattents) T}us first major US clinical
study is almed at seeking to rejuvenate the immune system in Cancer palttents —'s0 as to overcome the

problem of immuno- suppressron as a result of chemotherapy

LT HEEEE

The rial-is almed at endeavouring fo réjuvenate the imriune system so as to overcome the problem of
immuno-suppression as a result of chemotherapy. “The trial is being’ conducted at the'M D Andérson
Cancer Center in Houston, Texas and the Dana Farber Cancer Center in Boston Massachusetts. The trial
is largely funded by a US consortium seeking to develop therapics atmed at overcoming the problems of
immuno- suppressron The consortium has funding support from the US Natlonal Institutes of Health!

v

?..

- Vaccinations '
il
The ef’ﬁcacy of the immune system declines with age: Vaccines require an Immune response.
Pharmaceutical compames have experienced 51gn1ﬁcant difficulties in achlevmg satisfactory immune
responses to adult vaccines (especially cancer vaccines).

.
NIM beheves that there is a major potential opportunity in respect to usmg 'its technology as an adjuvant
(helping) technology for adult vaccinations. l I

Norwood Immunology has commenced a Phase II clinical study seekinglito show that the ‘NIM
technology (the use of GnRH agonists to rejuvenate the immune system) can be used as an adjuvant
therapy in'adult vaccinations (specifically re cancer vaccines). The trial is being conducted using a
melanoma .vaccine at the M D Anderson Cancer Center in Houston, Texas.,

17/1 1/200'§




‘The Company.is hopelul of generating data that would.indicate that the use ot a UnkKH agonist: will

enhance the effectiveness of adult vaccines. The Company believes that data indicating that the use of a
GnRH agonist will improve the ef'ﬁcacy of vaccines would be likely to lead to paﬂnershlp opportunities
with vaccine companles ;o R . .

Transplantation / Tolerance Pre clinical study

NIM believes that its technology may be able to be used to re-programme the immune system such that it
will not reject foreign tissue such.as organ transplants or stem cells.” -

. o L . - i
In the course of the year NIM finalized arrangements with the Massachusetts General Hospital in Boston
in regard to a pre-clinical study (swine) aimed at endeavouring to demonstrate that the immune system ..~
can be ‘rejuvenated’ in a manner such that ‘the body” becomes tolerant to transplantation- i.e. does not
‘reject’ ‘forelgn tISSUE’ OF OIgans. i'so.i. - (.:x v . qre calpriiee. 0ol - B NI Y
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Virosome Biologicals

In January 2006, NIM advised that it had taken out an option to acquire all of the capital of a Netherlamds
company - Bestewil Holdmg L1m1ted the 100% owner of Virosome Blologlcals (‘VB’).

3 . . . . s -

Norwood Immunology recently advlsed that it had completed negotlauons for the acqulsmon of
Virosome Blologrcals on.improved, re- negonated terms and that-it would be seeking shareholder.consent
for the acquisition. - e Cer s ST T gl :

VB is developing and commercialising a proprietary platform enabling technology for the better delivery of
vaccines. The technology — which is based upon the combination of anadjuvant with virosomes - achieves a
significantly enhanced immune response to an’ antlgen challenge The adjuvant. specifically interacts with;
Toll-like Receptors (TLRs). i m T T T IR S SN LI S SR

: ' ' VR PR R SIS S - H e e

Virosome Blolog1cals technology is seen as hlghly complementary to Norwood Immunology s core
technology for rejuvenation of the adult immune system and could be applicable to a wide range of vaccine
applications.

The initial focus of VB is the development of virosomes for use in the delivery of influenza vaccines.

VB have licensed the virosome adjuvant technology to Solvay Pharmaceuticals (‘Solvay’) with respect to
the delivery of intra-nasal influenza vaccines. Solvay completed a Phase 1 trial - intra-nasal influenza - in
the first half of 2006. Following completion of the Phase 1 clinical trial Solvay advised VB that they
wished to exercise their right to move to a Phase II clinical study.

NIM has indicated that it sees significant synergies between Virosome Biologicals and the core Norwood
Immunology technology — particularly given that the core NIM technology induces a more potent immune
system (by stimulating regrowth of the thymus and production of new T cells) and also improves bone
marrow function to enhance B cell production.

Research

In August 2005, NIM announced that a paper showing that it is possible to reverse the immune system
ageing process was published in the Journal of Immunology — a key peer review scientific journal.

In March of 2006, NIM entered into a research partnership with the Australian Stem Cell Centre
(‘ASCC’) and Monash University with the aim of developing a new technology platform that combines
immune system research with stem cell technologies and developments. The research will be focused on
endeavouring to control the immune system so as to minimize the rejection of stem cell therapies
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introduced 1nto the body: It is expected that this may include the successful engraﬂment of stem cells to
repalr organs and tissues.that are damaged asa result of dlsease progreSSIOn -

U K
i 4! o

Under the agreement NIM w1ll provrde the ASCC w1th access (0 its thymlc and bone marrow regrowth

technologies. This provides a method of replenishing stem cells and potentlally facilitates the engrafiment
and uptake of stem cells introduced into the body - thus-potentially:improving their ability-to repair

damaged tissue and minimize the llkehhood of rejectlon , S

The research will be Jomtly funded by NIM and the ASCC The partnershlp and joint' fundmg of research
is expected to reduce the cost of research ﬁmdmg for NIM

i s PR
e e .. . . :-" ’ to. S T A R N it EEEE N
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'.l LR L | B P RS ‘,‘ff (AR N TN I u ., e ¥

NIM has contmued to prosecute its substantial patent portfolio mternatronally A total of thirteen new

1nternat1onal patents were granted in the 12 months to June 30™ 2006. |

i -_-.-!‘-l .

Fundrais'ing T T N S I T A O bl de o sy el e R
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NIM has been seeking to raise addmonal capital for the past 12 months. l Asa pre cursorto a planned US
PO, a US investment bank was‘appointed with the aim of raising pre- -IPO.equity funding. A series of US
Investor road ‘shows'waé held by NIM-management-in late-2005 and early 2006 Whiile'there was
substantial investor interest in the project, no investment funds were offered at anything like the-then
current market price of NIM. l

R R A R e RN T KR I N SR, VR A AT cao

As lndlcated above, -and after & large number of:investor: presentatlons NIM: was forced to the reallzatlon
that'institutional iinvestors were ribt prepared 16! provide additional equ1ty capital-other than at a -
substantial discount to the long term market price. The price at which the required-funds could be raised
was 12p whrch represents a market capltallzatlon of apprommately A$35 40 rmlllon
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NORWOOD ABBEY PROJECTS .. ..
REVIEW OF OPERATIONS

In a similar vein to the development of the Immunology project, the Company is seekmg to create an
enhanced value for- both its EyeCare and Drug Dehvery pro;ects :

The biggest dlsappomtment has been the failure of the EyeCare division to generate the expected level of
sales. - iepnlT et e B e . P

vzt . LR gy
(RN ot T

When the Board made a decision to purchase the Epi-LASIK project in 2004, it was with the belief that it
would lead to the generation of substantial revenue streams such that returns from the prcgect wouldbe
sufficient to both fund the purchase as'well as,the ongoing. operatlons coant el gy - g

; T L S T P T T . . . T
The failure of the Eye Care pro_lect to generate the prOJected revenues has led to 51gn1ﬁcant fmanmal
pressures. The EyeCare project has required Norwood to raise substantial additional funds. The .
acquisition cost of US$10 million (paid in instalments) was partly funded by equity and partly by debt
(convertible notes).-Approximately US$10, million was also mvested to meet the mfrastructure and . - ;)

working capital requirements. - e S I I TR TR PR e

As [ will indicate, more. fully ‘below, competitive -pressures have; been a SIgmﬁcant factor in the level .of
sales falling substantlally below expected levels. .. =i .o it s canni el L e e

il ENLETEP I T T 1ot
Background

The Company has over the past two‘years beenldeve]oning and .nnérri(etin.g prodncts based on the Epi- o

LASIK technology that was purchased last year from CIBA Vision. Epi-LASIK is seen as the next .-

generation of laser vision correction surgery.

i g B ' : e

Prior to laser refractive surgery, it.is necessary.to.remove the top layer of the eye the... - ... .

epithelium. During recent years, the most common method of removing the epithelium _ L
has been to have LASIK surgery where a horlzontal cut is made through the stromal
layer of the eye Co SHE

The Epl—LAS[K approaeh, removes the need to cut the eye and thus

eliminates the potential complications associated complications with stromal surgery.
With Norwood s Epi-Lasik-approach, a hand-held instriment which uses disposable
separators - gently peels back the epithelium along a natural cleavage plane. Following
the refractive procedure, the epithelium is moved back into place with minimal surgical
manipulation. .

Norwood believes that Epi-Lasik is the future of refractive surgery techniques as by ,
removing the need for stromal surgery, it eliminates the potential risks and complications associated with
the cutting of the cornea. :
Patents
In total, Norwood cither owns, or has in- licensed, three separate Eye Care ‘patent portfolios’ with in

excess of 12 patents having relevance to Epi-LASIK. NAL believes that the above combined patent
portfolio provides it with an extremely strong intellectual property position
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In the course of 2006, the US patent office advised Norwood of the granting (m the United States), of
arguablylthe ‘fundamental’ base patent'covering the general concept of Epi-'ASIK. These patents:
contam more than 600 claims. The first granted patent has in excess of |1 60 cla1ms
' S A
! 1
Competltlve Pressures A ' o
‘ ‘ [ . : : ; l i,

Norwood has prevrously advrsed that followmg the’ market release, by‘Norwood of Epl LASIK, that many

of the major ophthalmology companies involved with refractive surgery'began to release competitive Epi-

LASIK products. The initial release of competitive products occurred pnor to the granting of any of NAL’s

Ep1—LASIK patents _ ;

The emergence of competrtron and the release of Epl-LASIK products by four of these companies has -
created substantlal marketmg challenges and d1fﬁcult1es for Norwoodl Sales' have been srgmﬁcantly
below prev1ous expectattons fu T M R P VI EA. RO A

R T I ST I DR T P LES IS ST ICRRT BT P I R N
Norwood (and its legal/mtellectual propetty: adwse’rs), belreve that all of the competmve products
infringe | both the granted ‘base’ patent as well as potentially a number of the pendmg appltcattons
- g . ) LR T A SRR T R T "’Ir’. ! wiT Ot L
Revenu.es‘ . R o a_‘. T e T S 1
v o : . Tt T N E St X
While initial revenues were very encouraging, the entry-of competitive Ep1—LASIK type products by ~ .
major Ophthahnology groups was followed by a substantial reduction in sales of Norwood products. - -

iy,

' Unfortunately, the'pre:announcement of prospective:releasesiof products by the major ophthalmology
groups led to many clinicians - who had long standing associations with establlshed ophthalmology

compam_es — to take a ‘wait and see’ approach. !

Revenues from drrect sales have fallen s1gmf1cantly and have been at a/level t‘ar below that expected.

\:i' .Et i T TFTE .l-. S el ey B S . LY Parl el L. LA

Commercial: & - .0 ¥ nawk e 00T e nh oy { |
[: - Loy -‘J P [N .
NAL beheves that the granting of the first US EyeCare patent, together w1th pubhcatton of numerous other
NAL patents has given NAL:the potent1a1 opportumty ‘to” cons1de 'the sale (or out~l1censmg) of- the
mtellectual property and technology :" S ; ‘ SRR S ‘ :
In April 2 2006 NAL advised that as a result of the issue of the ﬁrst US patent that it had dectded to seek to
sell or llcense the intellectual property and technology rather than contmue the strategy of dtrect sales.
NAL is currently in commercial discussions with a: nurnber of interested; partres and giveén the ‘patent: posnion,
is assessing the optimal method of maximizing ‘value ‘from the EyeCare project wh1le at the same time
mlmmlzmg the potential financial exposure. o b e
. l .

The Company believes that greater net value will be derived ﬁ'om the sale or out-licensing of the project.
Asa result Norwood has very substantially reduced its ‘Eye Care’ operatmg cost structures.

Partlcula_rly given the developing patent position, Norwood is currently‘ assessmg the optimal method of
maximizing value from the Eye care project while at the same time minhnizing the potential financial
exposure. ’ ;
Norwood is currently in discussion with a number of parties who have expreslsed an interest in either
acqumng and/or licensing Norwood’s Epl—LASIK mtellectual property (and technology)
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DRUG DELIVERY
NEEDLE - FREE INJECTION SYSTEM

During the year the company continued its existing partnership with the Biolnstrumentation Laboratory of
Massachusetts Institute of Technology (MIT), which.under the direction of Professor Ian Hunter has been
developing a unique, needle-free injectiondevice., . - . e : R

The prime atm of the research at MIT has been the development of a low cost (per procedure) technology
together with control over the force and depth, of the mjectlon XTI . A .
Control over the force of the mjectlon is consrdered of extreme unportance in respect to the dehvery of
many drugs. The ability to control and vary the force of delivery can potentially enable a device to be used
for the, delivery, of several different drugs. - In additjon, the; abrllty.to have control over ‘force potentlally
allows a device to control the depth ofdellvery ofdmgs and VacCInes.:;,  «i«,, ., it i) b iy b
: A - O D i '-;.-],._:::--l;"'. e T e A T P
The development of a device with a relatlvely low per procedure cost is conmdered to be of 51gmﬁcant 1mportance in
respect to the delivery of many, or most, low cost drugs — particularly in relation to large volume applications, In
seeking to develop low-cost, re-usable, needle-free drug delivery devices, Norwood and MIT have been
targetlng potentially;large volume applications in both human and veterinary appltcattons :

The development of Norwood $ Needle-free anectlon technology at the Massachusetts Instttute of
Technology (MIT), reached a number of srgmﬁcant mrlestones Small and. hghtwelght devices. have been
developed that are able to be adjusted s0 as to deliver different volumes of drug-and.to different. depths MIT
has successfully tested these hand-held working prototype devices in ‘(in-vitro’ and live animal trtals) The
technology is.totally controllable virtually silent,and.is able to deliver drugs.to a cons15tent depth R
The Company is. currently in dtscussmns wnth a number of pharmaceuttcal compames in respect to p0551ble
applications in both the human and vetermary areas. O R . :

I would like to very much thank Professor lan Hunter and his team for their outstandlng work and dedication
to the project. : -

LASER AND ELECTRO_ MAGNETIC ENERGY DRUG DELIVERY

Norwood has recelved conﬁrmatlon of the grantmg of ﬁve new patents since June 30th 2005 Two have
granted in Australla and one in each of the United States China and Israel. As prev1ously advnsed the
Company made a decision to seek fo sell or out-license the laser drug delivery technology As a
consequence, the Company also decided to limit any further investment in the project. As at this point in
time Norwood has not been successful in being able sell or license the technology on suitable commercial
terms . C o

RESEARCH

The Norwood group sponsors research at the Massachusetts Institute of Technology (Boston), and the
University of Crete, while NIM sponsors research at Monash University (Melbourne).
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Prot~ t and Loss
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The NAL group, mcludlng ‘Norwood Immunology (NIM) recorded a consolldated loss' of approxunately
$22.7 m1llron for the 2006 financial year (loss attributable to'miembers of the parent entity)!

The Company s  adoption of the new’ AIFRS international accountmg standards, led: for the néed for
SIgmficant write-offs. The total write-offs of* iritér companyloans, mvestments and inventories totaled
approximately $25 million. Approximately A$8.9 million of the loss related to Norwood Devices, whrle
there were substantlal one-off charges related to redundancres N P Coe

. I eheo Lol
v:-‘ . [ . T A L L L

The staff numbers of Norwood Abbey: (e)tcludmg Norwodd lmmunology Wthh is no longer a controlled
entity) have over the last two years declinéd-fromapproximately 38:to'9’ and the down-sizing of operations.
General annual operatmg costs of NAL have been substantlally reduced over the past twelve months.

‘: o . ! FIRF SR OP R Y W 73 i

Structure and Overheads "7" BEARELRE S ;':a o
Partly as 'a result of: the dlsappomtmg pérformance of the EyeCarel' pl‘O_]eCt tbtal ongomg operating .
overheads. for NAL have been substantially reduced over the past year There has been a significant
rediiction i m the number of stal’f employed by'NAL; as well as in the cost of i operauons Staff levels have
béen redueed by approxrmately ?5% over the past two years The number of ¢ Semor executrves has been
reduced by approx1mately 80% ARUAEEAS ATt ‘

RO S R A T A L e i P Y .
The current total operating: overhead of Nortvood Abbey ‘has been’ reduced by more than 50%. compared
with the costs in 2005/2006. On the completion of the sale or lrcensmg of EyeCare and Needle-free
Injection prOJects the ‘total ‘opérating ovérhead of Norwood ‘Abbey Cexcludmg Norwood Immunology) is
expected to fall to less than 20% of the levels for the past’2 months.’ BRI s
. o

‘As prevrously advised, Norwood' Immunology operates as a séparate comlpany wrth management '
reporting to the Board of Norwood Immunology. ! a

Sale of Assets — Reduction of Debt L .

The Board and management determined to work towards the reduction and eventual extinguishment of all
coriveriible debt; It was believed that this would réduce financial risk, reduce lnterest costs and avoid
further substantlal dilution should all convertlble debt have ultunately been converted to equrty -

[n August of this year, an opportunity arose‘for NAL t6 sell a part of"its holdlng in NIM. The Board
+ decided that it would be prudent to sell a part of the holding, with the majorrty of the procéeds being used '
to substantmlly reduce NAL’s outstanding debt. NAL ’raised’ US$13 mrllron (approxunately) from the

sale of sllghtly more than 50 million shares in NIM (approximately 50% of the NAL holding). Following
the sales of these shares in NIM, the Company repaid US11.5 million (approxunately) of its outstandmg
debt (convemble notes).
The Board belleved that the decision to sell part of NAL's holding in NIM to significant US based
institutions could be expected to assist NIM in achieving its fundraising Ob_]eCIIVCS

I

The sale of shares in NIM yielded a profit of approximately A$10.2 million for NAL.

The sale of part of the NIM holding is in no way related to any lack of confidence in the future of NIM.
Norwood Abbey continues to hold approximately 49 million shares in Norwood Immunology (NIM)
which represents approximately 40% of the issued capital. .
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LALLULIYE nuinuneration

The Board and Management are-aware of the concern.of many shareholders with respect to the levels of
executive remuneration. R TT T X S -

While the total levels as outlined in the Remuneration Report for the past year can are significant, it
should be reconged that with the exceptlon of adjustments for international relocatlon there have been
no increases of senior executive salaries in the course of the past: year. I :

In addition; and:while not fully:reflected. in:the Remuneration Report, the number of senior executives
employed by Norwood Abbey has been reduced by approximately 80%. over the past 1-2 years These
reductions will be reflected more fully in the accounts. for the current financial year -

The Remuneration Report shows that the total of salaries paid to the Directors.of the Company-and the
five senior executives of the Norwood group totalled A$2.44 million. Total remuneration of this group
was A$3.78 million. ; RS DI LI TR SR RN Ty T AT e Sopr b e e v
Of these amounts, $615,000 is related to Norwood Immunology, $495,000 is related to Non Executive
Directors, and $105,000 as a first time ‘one-off” provision for accrued long service leave (required under
accounting standards)

- - H e .' . o f - [
¥ T .. H e

Approx1mately $740 000 (approxunately) is related to two former ernployees 1nclud1ng approxrmately e

$300, 000 in termination / redundancy provisions.

I DT PR T PR i s
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The level of executwe remuneratlon of the most senior executlves has hlstorlcally been set by the
Remuneration Committee after consultation/advice from external consultants. The remuneration levels of

the current two most senior executives (Jeff Bell and myself), have historically been determined in'this-

manner.
cer Coan e it D e T v sreb e e e L e e
In 2005, the Board of NAL- asked both Jeff Bell-and I-to re=locate to:the US.-The costs. and disruptionsu ,
involved in international relocations can be very significant. The Remuneration Committee sought and «
received external advice as to the appropriate levels of relocation costs and compensation arrangements
and relocation costs. ‘

The Remuneration Committee accepted the external advice and relocation packages were offered to both -
Jeff Bell and myself. The levels of remuneration as disclosed in the Annual Report for both Jeff Bell and .

myself include prov1srons for relocation:costs and allowances — some of which are of a ‘one-of™: nature.
In this regard it should be noted that mcluded in the remuneratlon to Jeffrey Bell, approximately
$450,000 is related to a ‘one-off” provision for the costs associated with relocation to the United States.
Similarly, in regard to myself, the increase in remuneration outlined in the Remuneration Report, is
related to ‘one-off’ costs related to relocation, as well as a one-off cost related to a provision for long
service leave (this was required under accounting standards).. .

Nevertheless, In view of the disappointing share price, senior management have voluntarily agreed to

reductions in executive remuneration. The terms and levels of reduction are currently being finalized with
the Company.
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Funding ‘ ST ey

In September 2005, the Company entered into an'angements to-raise US$l 0 mtlhon (via the issue of
convertible notes) from US investors. In April 2006, the Company announced that it had raised an :
addmonal US$3 million - via convertlble notes — from a US mvestor

The Company currently expects to receive (prlor to. the end of 2006) approxunately $1.2 mtlllon ‘as
repayment of loan funds by Norwood Immunology URIPE I A T

It is possnble thatia further:fundraising is expected to be required.prior. to consummatmn of the sale-and/oi
licensing of the EyeCare and Needle Fee Injection pro;ects The Company is currently evaluating -

opportumtles for the raising of additional equityicapitali. - et ced e

:Standby Equlty Faclltty R T L P S P P o

a: T T SRt L RO (A I ST PR R R '
The Company continues to have a $20m -standby equity facility with the GEM group in New York. This
facrhty can be drawn down ent1rely at Norwood s dlscretlon

T RV I e e r S T W ISR T S AP
. .

T Share Regtster A YRR PRI LR ‘ AN

The Company has approximately 3760 sharcholders. The “Top 10° shareholders own approxunately 109
million shares or- in excess of 50% of'the issued capital. - /! - Ly FE

\
. [ L)
. LI I -

US investors hold in excess of 50 mllhon shares in Norwood Abbey (representmg approx:mately 30% of
the lssued capltal) R R B TRRNY . N O E PRURPRIIE AT S R R A PR

Co TR T -5" Atreih =-.',‘e- ;‘:._,::‘,, Gredt o mpaa : [ SRE Yeos.on
BUSINESS DEVELOPMENT SR AL E VT TUIOR L S SR R SRR

In the course of the year the Company has again considered and evaluated a number of potential
acquisitions and/or:licensing opportunities. The Company will ‘¢ontinue to review any sut:h future
busmess development opportunities.~ = < . e R e - oo
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DIRECTORS ‘

In the course of the last two months, Professor lan Hunter indicated to me that as‘a‘result of the needle-free
injection. pl'O]eCt having now reached the stage of commercialization (commercral licensing-discussions) he
had decided that there was now -a potential risk of a conflict of interest L as between MIT and NAL.. As
such he had decided that he had no alternative but to resign from the|Board of NAL. On behalf of the
Board, I WlSh to extend my sincere apprecratlon to Professor Hunter for his contrlbutlon to the Company
over recent years. ‘ ‘ - S f S

In the course of the year, the Board decided to appomt Ron Lew1$ as a Lead Non Executtve Dlrector with
the role of llalsmg with the Executive Chairman. : Cod

|

INVESTO_R RELATIONS

In view of the relocation of both Jeff Bell and myself to the United States, it was recognized that we would
no longer be able to properly represent the Company in respect to mvestor and shareholder liaison. The
Company recogmzed that it would need to appoint another person to take| responsrbrhty (together with Lula
LLiossi); in representmg the company to investors and shareholders in Austraha Ron Lewis accepted this-
role as part of his ‘Lead Director’ brief.
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THE FUTURE

The Directors and management are working strenuously to maximize the value of each of the Company’s
assets, and believe that an increase in the recognized value of Immunology, EyeCare and Needle-free

Injections will be able to be achieved in the course of the next 12 months.
Norwood Immunology

NIM has now, with the proposed acquisition of Virosome Biologicals, embarked on a synergistic
diversion strategy. It is considered that this strategy is likely to both increase the potential opportunities
for commercial licensing or partnership opportunities, as well as at the same time reducing the risks to
NIM of projects all being based on the one base technology. L

NAL continues to hold 49 millton shares in NIM and is the largest shareholder. Wlth the cun‘ent proposed \
fundraising of approximately GBP6.5 million, NIM will have a very strong mstltutlonal shareholder base
It is expected that NIM will now be ﬂ.llly and independently funded. o

EyeCare

The Epi-LASIK EyeCare project is expected to be sold, partnered or out-licensed in the course of the next
3-12 months. It is expected that this will release significant cash funds as well as leading to the ‘laying. .- ;
off” of licensing, research and consulting obligations.

Needle-free Injections Rt = s e e
WAL R .y PP 4 e

A NS
i By

The Needle-free injection project has reached the stage where the Company believes thiat if wilF be”
beneficial to evaluate: pannermg opportunities. A number of pharmaceutical groups have approached both
Norwood and MIT concerning possnble appllcatlons in both the human and veterinary areas. Dlscussmns
are continuing w1th a number of pharmaceutlcal groups regardmg p0551ble Ilcensmg or partnermg '
arrangements with respect to both human and veterinary apphcatlons

SUMMARY

The Board and management of NAL are focused upon the continued progress of NIM as well as the
enhancement and crystallization of value from both the EyeCare and Needle-free Injection projects. It is
believed that the negotiation of strategic and commercial partnerships will lead to the crystallization of
value, and the generation of enhanced value to NAL shareholders.

On behalf of both the Board and myself, | would like to express my sincere appreciation to all of the staff
of NAL for their support and commitment over the course of the year. [ would like to extend my sincere
personal thanks to the Directors of the Company for their input, advice and commitment over the past
twelve months. [ would particularly like to extend my gratitude to all of our shareholders, for your support
and continued faith in the Company and its future. The Board and staff look forward to further developing
the Company’s projects and creating enhanced value for all shareholders over the coming year.

Kind Regards,

A

.v‘,.-" e
Pty e

Peter Hansen
EXECUTIVE CHAIRMAN
November 16" 2006
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16 November 2006

By Facsimie: 1300300021 . .. .. ¢

JE . .- .. - LAl . [ . AEY LA J
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Norwood Abbey Limited Proxy Summary
Annual General Meeting , : 16 November 2006

Remuneration Report o ' B}

The instructions given to validly appointed proxies in respect of the resolution were as follows:

In Favour ' Against v Abstention - Proxy's discretion

31550430 19,607,871 119,450 138,529,731
The motion -was carried-on a sh'ow of Handé‘as‘an or'di'nary resolution. ™~

Re-election of Mr Richard Zéhn as a.Director of the Company ... -+ ..

The instructions given to validly appointed proxies in respect of the resolution were as follows:

InFavour .- =i |Against: - | Abstention. ._|Proxy's discretion

49,630,711 - |1604,140 97000 - '|38,475,631 - ¢
The motion was carried on a show of hands as-an ordinary resdlution:‘-_. .
Ratification of prior issue of Securities

The instructions given to \}alid[y appointed. proxies in respect of the resolution were as-followé: ‘

{ln Favour Against . Abstention =~ . [Proxy's discretion

46,937,338 4,241,603 101,310 137,755,375

The motion was cairied on a show of hands as an ordinary resolution.




QUARTERLY CASH FLOW REPORT - COllthMENTARY

IS I

This commentary should be read in conjunction with the attached Appendix 4C.

The Company, in the course of the September. quarter, ralsed approxlmately $13.5 million via the -
sale of part of its holding in Norwood Immunology Ltd.

The Company used $11.3 miltion of the proceeds to substantlally reduce the Companys debt
Interest—beanng debt for'the' Group at the end of the quarter had reduced to $7 million. '

[Subsequent to the end of the quarter Norwood Abbey entered into an agreement to dlspose of an
additional parcel of shares in Norwood Immunology for $4 million; this-has been applied to further .
reduce Group debt to $3 million).

Cash at the end of the quarter was $1 558'000"'co'rnpar'ed id $6891000 the’ preyious'quarter

Durmg the quarter, Norwood has continued with the implementation of the. revised corporate strategy -
announced in April 2006. The key elements of the strategy are:

. Identlfynng innovative technologles. undertakmg basic research and development addlng '
" value prior to partnering with existing major participants in relevant product areas.
. Crystallrsrng the value -of the EyeCare Division through sale or, licensing.-Due diligence by
. prospective purchasers is continuing. o
 Crystallising the value of Norwood Immunology (‘NIM’) throtigh the sale of part of Norwood
Abbey's holding, with the aim of an improvement in Ilqmdlty of NIM share trading on the
. London's Alternative Investment market.
«- Commercialisation, via collaborative research and ||censmg arrangements, of the Needle-'
- free Drug Delivery technology. The company is currently in|discussions with a number of
. parties in regard. to -collaborations with: “respect to potential’ appllcatrons in -both the human
 and veterinary areas. t
: - »- Rationalisation-of-the financial- position of-the company through debt reduction-and further
reductlon in operatlng overheads to a minimum level, con5|ster‘1t with the above objectives.
Durlng the quarter the " company continued its rationalisation process, W|th further staff and other
overhead reductions. This program is now close to completion, |dellver|ng substantially lower
corporate overheads going forward. Staff levels have been reduced by apprommately 75% over the '
past two years. :

As announced in the strateg:c commercialisation update issued in Aprll 2006 the Company’s focus
is on entering into commercial partnering arrangements for all its pro;ects This is intended to further
reduce the company's direct cash outflows, as partners assume mcreased -responsibility for patent
prosecution, research and development, and royalty payments under i in- Ilcensmg arrangements.

Net cash inflow for the period was $869,000. Net operating cash outflows for the quarter totalled
$1,949,000. This includes the costs of running all group.companies, mcludmg Norwood Immunology
Ltd.

Durinq the coming quarter, funds available to Norwood Abbey are expected to be supplemented by
the repayment by Norwood Immunoclogy of loans of approximately $1,220, 000

The avarlable cash, together with the company's announced plans for partnering its EyeCare, laser
device and needle-free technologles and potential share placement are designed to ensure that the
company will be able to service its needs.




Rule 4.78

Appendix 4C

- Quarterly report
for entities admitted
on the basis of commitments

Introduced 317372000, Amended 30/9/2001

Name of entity

NORWOOD ABBEY LIMITED

ABN .
20 085 162 456

Consolidated statemelit of cash flows

Current quarter Year to'date
Cash flows related to operating activities $A'000 (3 ‘months)
- " $A’000
1.1 Receipis from customers 301 301
1.2 Payments for (a) staff costs (902)  (902)
'(b) advertising and marketing 3) " (3)
(c) research and development (470) 470)
"(d) leased assets )] (3) -
(e} other working capital . (38%) (385)
1.3 .Dividends received ' - -
1.4  Interest and other items of a similar nature
received 31~ - 31-.
1.5 Interest and other costs of finance paid 319 (319)
1.6 Income taxes paid - -
1.7  Other (provide details if material)
Other Income 20 20
Legal Expenses (123) (123)
Travel Expenses (58) (58)
Professional Fees (38) 38)
Net operating cash flows {1,949) {1,949)

Quarter ended (-“currem quartér”) ’

30 September 2006




APppeiilx 9
Quarterly report for entities
admitted on the basis of commitments

Current quarter

Year to date

$A°000 (3 months)
_ . $A°000
1.8 Net operating cash flows {carried forward) (1,949) [ (1,949)
~ Cash flows related to investing activities
1.9 ° Payment for acquisition of:
i (a) businesses (item 5) - -
(b} equity investments - ' .-
(c) intellectual property 7 @7
(d) physical non-current assets - -
_(€) other non-current assets " (254) (254)
1.10 . Proceeds from disposal of:
(a) businesses (item 5) St . -
(b) equity investments 13,505 13,505
4 {c) intellectual property - -
: (d) physical non-current assets 13 13
(e) other non-current assets - ' .
1.11 " Loansto (;thcr entities - -
1.12 Loans repaid by other entities - - -
1.13  Other (provide details if material) - -
: Net investing cash flows 13,167 ! 13,167
. erati investi ’ +
1.14 , Total operating and investing cash flows 11218 ! 11,218
~ Cash flows related to financing activities
115 Proceeds from issues of shares, options, etc. - -
1.16  : Proceeds from sale of forfeited shares - -
1.17  :Proceeds from borrowings 960 960
1.18 ~Repayment of borrowings (11,309) (11,309}
1.19  -Dividends paid - -
1.20 - Other (provide details if material) - -
I‘:‘Net financing cash flows (10,349) 1 : (10,349)
"Net increase (decrease) in cash held 869 869
1.21 ‘:Cash at beginning of quarter/year to date 689 689
1.22  'Exchange rate adjustments to item 1.20 - -
1.23 Cash at end of quarter 1,558 1,558




Payments to directors of the entity and associates of the directors

Payments to related entities of the entity and associates of the related entities

Current quarter
$A'000

1.24 Aggregate amount of payments to the parties included in item 1.2 . 51

1.25 Aggregate amount of Ioa_né to the parﬁgs included in item 1.11 -

1.26 Explanation necessary for an understanding of the transactions

Payments include:
(@) directors & commitiee fees to non-executive directors

Non-cash financing and investing activities

2.1  Details of financing and investing transactions which have had a matérial effect on consolidated
assets and liabilities but did not involve cash flows

None : T . S

2.2 Details of outlays made by other entities to establish or increase their share in businesses in which’
- the reporting entity has an interest

None

Financing facilities available
Add notes as necessary for an understanding of the position. (See AASB 1026 paragraph 12.2).

Amount available Amount used
$SA000 $A°000

3.1 - Lean facilities : ‘
Guarantee facility for Lease over Premises 205 205

3.2 Credit standby arrangements - various

350 124




APRPCIUIA L

Quarterly report for entities
' admitted on the basis of commitments

Réconci_liation of cash

Reconciliation of cash at the end of the quarter (as

Current quarter | Previous quarter
shown in the consolidated statement of cash flows) to $A000 d $A°000
the related ltems in the accounts is as follows, )

4.1  Cash on hand and at bank 1,341 . " I 263 ..
: 4.2 Deposits at call ' 217 1 426
43 j‘ Bank overdraft . l
44! Other (provide details) ' |
!" ) P Y 1 t
. Borrowings received — subject to shareholder '
~ approval at EGM |
i‘ Total: cash at end of quarter (item 1.23) 1,558 689
|[ . i
Acqulsmons and dlsposals of busmess entities P
b
: - -+ Acquisitions Disposals , i
h (Item 1.9(a))

52

53

5.4

5.5

‘ Place of incorporation
. or registration
1 Consideration for

i‘ Total net assets
e

* Nature of business

Name of entity

(Ttem 1.10(a))
i

|

g

. acquisition or disposal

3

|

|
t
)
!

Coﬂlpliance statement

-
1 Tlus statement has been prepared under accounting policies wluch comply with accounting
standards as defined in the Corporations Act (except to the extent that mformatlon is not required

because of note 2) or other standards acceptable to ASX.

2 'i'his statement does /dees-net* (delete one) give a true and fair view of the nllatters disclosed.

Sign l_li_ere: WJeffrey Bello
: (Piseetes/Company secretary)
Print rixame: ..Jeffrey Bell

it
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Date: 31 October 20061
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Notes

The quarterly report provides a basis for informing the market how the entity’s activities have
been financed for the past-quarter and the effect on its cash position. An entity wanting to
disclose additional information is encouraged to do so, in a note or notes attached to this report.

The definitions in, and provisions of, AASB 1026: Statement of Cash Flows apply to this report

except for the paragraphs of the Standard set out below.

‘e " .62 - -reconciliationiof cash flows arising from operating activities to ’
operating profit or loss
. .92 - itemised disclosure relating to acquisitions
. 0.4 - itemised disclosure relating to disposals
. 12.1(a) - policy for classification of cash items
. 12.3 - disclosure of restrictions on-use of cash
. 13.1 - comparative information

-Accounting Standards. ASX will accept, for ‘example, the use of International Accounting
stralian

Standards for foreign entities. If the standards used do not address a topic, the Au
standard:on that topic (if any) must be complied with.




NORWOOD v

PATENT GRANTED FOR NORWOOD IMMUNOLOGY

Key Points: |

e Patent grants in New Zealand
o Granted claims cover important aspects of the Immunology technology

Norwood Abbey Ltd [ASX: NAL] advises that a patent relating Norwood lmmunology s (NIM)
immunology technology has granted in New Zealand. The grant pf this patent strengthens NIM’s
Intellectual Property position in application of its platform technology NIM is involved in clinical
studies into enhancing the immune system of cancer patients and improving their response to

vaccines. !

The New.Zealand Patent Office has granted Patent No 525826 entitled "Diagnostic indicator of
thymic function®. This patent derives from PCT/IB01/12351 filed 12 October 2001, with a priority
date of 13 October 2000. This patent has an expiry date of 12 October 2021. Further Patent
appllcatlons are pending in major markets.

The main, clalms of the patent relate to methods and a kit for detecting the activation status of a
patient's thymus to determine effects of treatment with compounds such as GnRH analogues. NIM's
technology is based on the use of FDA approved GnRH analogue drugs to enhance immune
response and bone marrow function. GnRH analogue drugs include Lupron Depot marketed by TAP
Pharmaceutical Products, Inc, NIM’s US partner.

For furthe:r information about Norwood, visit the company’s websites at www.norwoodabbey.com
and www.norwoodimmunology.com ' l

For further information please contact:

Norwood Abbey Ltd

Lula Liossi: PRI
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Comorate Communications Manager 32 T -y
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VIROSOME OPTION NOT EXERCISED ON CURRENT TERMS

;
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Medlcal technologies group Norwood Abbey Ltd [ASX:NAL] advises that Nomrood Immunology [AIM:NIM]
has announced that it will allow the option in relation to the acqu;srtuon ‘of the entire share capital of
Netheriand based Bestewil holdings B.V. (the holding company of Vnrosonre Biologicals B.V.) to lapse.

Having consrdered the merits of the acquisition on the terms set out in the optlon in consultation with certain
key shareholders and potential funders, the Board has concluded that the exercise of the option and the

dilution to existing shareholders that would result, makes the acquisition on the terms not in the best interests
of the Company s shareholders.

The Companys management will contlnue to explore the opportunity of the acquisition on altermative terms
and will advse shareholders of progress in due course. Cot
1
To find out more about the Norwood group, visit www.norwoodabbey.com andl
www.n rw immunology.com |

[
‘ . |
For further information please contact: i
; ,
Norwood Abbey Ltd |
Lula Liossi : b
Corporate Communications Manager
+61-3- 9782-7333
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FURTHER DEBT REDUCTION |

TR aet .

Key pomts .
o US$3 million (A$4 million} generated through sale of NIM shares
» Funds to be used to extinguish US$3 million convert.-bfe debt - .
* Profit on disposal of immunology shares of A$10.2 mrlhon since June 30
« Retention by Norwood Abbey of 48,958,227 shares (39. 51% ) of Norwood Immunology

-

shares Co ‘n

l . [

Medlcal technologies group Norwood Abbey Ltd [ASX:NAL] advises that |t has entered mto an
agreement with Tiedemann Global Emerging Markets L.P. and Tuedemann Global Emerging

Markets QP L.P. {‘'Tiedemann’). This is as foreshadowed in the recent announcement relating to
Indus Capital. B

Under the agreement, Norwood Abbey will sell to Tiedemann 13,261, 427 shares in Nonrvood
Immunology Ltd (‘NIM’) for approximately US$3 million {A$4 mﬂhon)t » L :

Norwood Abbey has agreed with Tiedemann to use the US$3 mllllon to extmgwsh the convertlble :
debt facmty extended by Tiedemann to Norwood Abbey in August 2005, (. Loooiwonri

Norwood Abbey's convertible debt — which at June 30 2006 stood at approxlmately US$13 mllllon -
will reduce to US$1.5 million following repayments 1o Tiedemann (US$3 mllllon) Indus (US$71
million) and Centrecourt (US$1.5 million). D

i

This transactlon enables Norwood Abbey to significantly reduce |ts debt whlle facnhtatlng the .
introduction to the NIM share register of another major institutional investor. ~ v Jers ’

1.‘..' .

Norwood Abbey has now generated profits of approximately A$10.2 million through the dlsposal of
NIM shares since June 30. This profit over the book value of the NIM assets results in a substantlal
increase in the net assets on the company’s balance sheet. b

In respect of Norwood Abbey's shareholding in NIM, following completlon of the sale of: the NIM
shares to: Tiedemann, Norwood Abbey will contmue to be the largest shareholder in’ NIM, with’
48,958, 227 NIM shares. This shareholding will represent 39.51% of NIM’s current |ssued share
capital. - Co e :
Tiedemann will itself become a major shareholder in NIM with 13, 261 427 shares representlng
10.7% of the share capital of NIM. -

With the reduction in its debt, Norwood Abbey believes that this transactlon also places |t ina better :
position to focus on its business and the development of long term strategles for extracting value -
. from its remaining investment in NIM and from its other current pro;ects It should also allow
Norwood Abbey to focus on its longer term goals. '

In due course, Norwood Abbey will provide more specific guidance onlits future strategles

To find out,more about the Norwood group, visit www.norwoodabbey.com -

For further information please contact:

Norwood Abbey Ltd:

Lula Liossi

Corporate Communications Manager
(61 3) 9782:7333




